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- to achieve the highest sustazinable economic growth and
employment and a rising standard of living in Member
countries, while maintaining finarcial stability, ; thus
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PREFACE

. .- The following report—is-part-of a-broader project on issucs of resource
allocation and government expenditure, launched by Working Party No. 2
of the Economic Policy Committee. The Working Party was originally
formed in 1961 to deal with questions of economic growth and has
published five reports-on this subject. The latest one, Expenditure Trends
in OECD Countries. 1960-1980 (July 1972), marked an important stage in
the Working Party’s activities since it explicitly raised the issue of the
appropriate allocation. »f resources to different public and private needs.
It was recalled at the time that the growth of production of goods and
services should not be seen as an end in itself, but that greater attention
should be paid to how it can best be used to improve social and private
wellbeing. Events since the early 1970s have, if anything, reinforced (He
need for work which concentrates on issues of resource allocation between
different’ end-uses and analyses the welfare jmplications of varying expen-
diturg pdtterns. “ :

- ‘
Reflecting the Working Party’s new mandate and interest, afirst Study

"in Resource Allocation, Economic Implications of Pollution Co¢ [, was

published in February 1974. This contained an analysis of the resource cost
and macro-economic significance of national programmes for expanding

. pollution control over the present decade. Since that date the Working

Party has concentrated its attention on longer-rur trends in the main items
of government expenditure, The aim of its work in this field is to see what
main factors wefe responsible for the rapid expansion of the public sector
in most OECD economies over the last 10 to 15 years, to see what
plausiole hypotheses can be made about the future and to discuss some of
the issues and options open to economic policy. Yo this effect, in addition
to the present report on public expenditures on education, the Working
Party has considered, or will consider, expenditures on income maintenance
programmes, health, and, in lesser detail, housing and other infrastructure
investment. The work is carried out using a cross-country comparative
framework in the belief that countries can learn from the successes and
problems of others. ’

When this series of studics has been completed, the Working Party will
try to draw some more general conclusions on the whole field of public
expenditures, by considering the alternative choices that may have to be
faced and the financing problems that could arise. This work “witlalso be
integrated with the results of the Working Party’s continuing analysis of the
overall problems of economic growth and brought together with quantitative
macro-economic projections to 1980/1985 on which work is currently
underway. : 5 - : '
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INTRODUCTION

This report is largely concerned with that segment of Member coun-
tries’ educational systems which is directly or indirectly financed by the

. government. The main reasons for the interest in educational expenditure

and for the concern with its very rapid growth in the past decade and a
half are evident and will only be briefly mentioned here. At a very broad
level, the widespread inflience which education has on a number of
economic and social policy objectives has always stimulated interest in this
area. This interest has beeq reinforced by the major organisational and
structural changes which educational systems have undergone in the recent
past. From a more economic standpoint, the growth of expenditures in this
ficld has been extremely rapid and has been acco.npanied by a steady
expansion in the number of new graduates.! Such developments, wh.ch were
welcomed in the 1960s, have, more recentiy, been questioned. It has, for
instance, been suggested that expansion went “too far ", or “too fast”. The
wide disparities in the distribution of educational participation and achieve-
ment have led to additional criticism that spending on education has only
benefitted a smali and favoured segment of %e population. Einally, since
the vast majority of this expansion has been provided by the public sector,
there has been growing concern over the taxes required to pay for rising
expenditures. - ‘

It is clear that not all these aspects can be treated in the context of
this report, especially since some of them raise political issues or require
value judgements. In line with the mandate of Working Party No. 2, the
following text will try and limit itself to examining education expenditure
in the context of the conflicting claims which arise on national resourcrs.
Hence the study’s focus is largely macro-economic. It does not aim at
providing a detailed description of counries’ educational structures,2 nor at
surveying the innumerable issues which have been discussed in the field of
the economics of education. It restricts itself to an outline of past trends
in a few broad categorics of expenditure, to a very tentative assessment of

A

1. It may be interesting to note, however, that as a sharc of total non-defence
public consuinption, expenditure on education had already reached a relatively high level
(above 25 per cent on average) in the early 1950s; since that date its sharc haz risen,
only moderately. - ’

2. A series of monographs on various countries’ systems has been issued Ly the
OECD's Dircctorate for Social Affairs, Manpower and Education (Classification of
Educutional Sysiem:s). - PR,
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the results of such trends and to a discussion of alternatives for the -future.
In view of the large institutional differences among Member countries, such
a discussion cannot aim at absolute precision. [t is readily recognised that,,
in order to describe the major developments which have characterised the
growth of expenditure in the OECD area as a whole, a number of sim-

* plifying -assumptions had to be uscd while finer definitional distinctions were |

frequentiy glossed over. Such an approach clearly entails some losses in
accuracy but should provide the macro-economist with a satisfactory picture
of broad trends.

W The paper deals almost exclusively with that part of total expenditure

originating from the public sector. This is partly a function of data avall-
ability. Figures on private educational expenditures are very insufficient in"

majority of cases. But even if more complete statistical information were
available, government decisions effectively control the bulk of the education

" system and thus represent the most important area of concern.! It should

be pointed out:that data limitations are not restricted to this aspect but
extend to most of the areas covered in this paper. There are numerous

. statistical difficulties which have to be met in any inter-country analysis of
~ a field like education. The coriparability of the figures is greatly- impaired

by the variety of educationalf%s‘lems by the less-than-complete coverage of
some of the data, by the different forms in which educational expenditure
is financed, etc. Such shortcomings, which are discussed in.greater detail
in the annex to this study, must constantly be borne in mind when looking
at "‘;e text. ¢

Chapter 1 surveys the very rapid growth in expcndltures through the
1960s and outlines some of the similarities in developments in a numbef
of countries in the area. Chapter 2 tries to assess to what extent increasing
inputs into- education were reflected in improved results. Given the diffi-
culties indefining and estimating the output of a service like education and
the near absence of clear government statements on the objectives sought,
the discussion is.unable to reach any very-firm conclusions. Chapters 3 and
4 look at the future of. educational expenditures. Chapter 3 projects the
costs of the formal education system under a set of simplified assumptions
on st,udcnt numbers and .costs per student. Chapter 4 briefly describes
several new programmes which may require further additions to expen-
ditures and provides some very rough order of magnitude on their likely
costs. Finally, some of the economic policy issues arising frqm the ‘analysis
are broached in the concluding chapter whick looks, *in particuldr, at

.possible savings and at alternative ways of financing higher education.

a

1. It is true that the private sector can provide educational sefvices in the absence
of governmen: supply, but the importance of education has led governments in most

"countries to regulate its activities.

N

g -

Y
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Chapter !

THE GROWTH IN EDUCATIONAL EXPENDITURE

This chapter discusses the size and the devilopment of public educa-
tional expenditure in a number of OECD countries for which data are
available. It lays stress, in particular, on the growth of such expenditures
over the last decade and on the rather different trends experienced by lower

‘and higher levels of education. The statistical difficulties encountered in

trying to provide a consistent and roughly comparable picture for as diverse
a sample of countrics as those covered hzre have already been brielly
mentioned in the Introduction and will not be recapitulated here. But the

—tentative nature of many of the findings should always be borne in mind

in what follows.

- THE GENERAL PICTURE

Befcre proceeding to a detailed description of the elements underlying
the rapid expansion of expenditure in Member countries, it may be
necessary to provide some overall view of the educational system’s impor-
tance. A first such indication is given by Table 1, which shows the
percentage of the total population attending school or university in the
early 1960s and in the carly*1970s, as w=ll as the 1970 proﬁ’ortion of
teachers in the labour force. The numbers of students are subject to several
statistical reservations (they exclude pre-primary forms of education, which
are quite important in some instances, their coverage of part-time students

varies across countries etc.), and so are those on teachers.! Very broadly, -

it would, nunetheless, secem that teaching as a professicn typically attracts
some 2 pe; cent of the labour force, while the student population accounts
for some 20.per cent of the total population or about 2! per cent more
than a decade ago.

1. In particular, the data arc weak because frequently there is no distinction
between full-time and part-time teaching, teachers who teach at more than one school
or level are often counted twice and, in some countries, teachers include personnel with
mainly non-teaching activities. See OECD, Educational Statistics Yearbook, 1974, Vol. 1,

p- 41,
g

' 4



Teble 1. RELATIVE SIZE OF STUDENT AND TEACHER POPULATIONS
EARLY 1960s AND EARLY 1970s

Perceniages
Students' Teachers?
as per cent of total ~ as per cent
population of labour force
Early Early
1960s | 19705 1970
Australia (1963 64-71-72) ..... 19.92 22,00 3.5
Austria - (1963-72) ... 158 19.7 210
Belgium (1963-72) ... 17.1 19.9 46 (5.1)
Canada {1963/64=70.71) ..... 25.43 29.39 3.7 (3.9)
Denmark (1960-72) ... 15.6 219 3.1
Finland (1963-73) ... 22,23 23.59 24 (2.4
France 1963-73) ... 18.6 20.5 25 (2.8)
Germany . ©(1963-71) ... 14.23 17.43 2,448
Greece - (1960-70) ... 153 17.1 1.4* (i.5)*
Ircland : (1965-72) ... 19.3 219 2.9* (3.0)*
Italy (1963-72) ... 14.4 16.3 3.0* (3.5)*
Japan (FYs1963-71) ... 24.5 20.2 2.1 (2.3)*
Netheilands (1963-.0) ... 20.22 21.22 2.54.8
Norway (1963-70)  ..... 18.3 19.4 2.8 .
Portugal (1960-71) ... 12.8 17.2 1.7* (L.7)*
Spain? (1960-70) ... 12.1 © 8.2 1.8* (2.0)*
Sweden : (1963-70) ... 16.23 16.83 2.4 (24
Switzerland (1963-72) ... 14.9 16.7 ..
Turkey? - (1960-70) ... 12.3 18.4 1.4%
United Kingdom® (FYs1963-71) ... 16.13 18 82 2.0
United S..tes (1963 '64=72/73) ..... 1 265 28.5 3.3
Dispersion® ......covvvviiiiiiinn e 4.1 3.4 0.8
.. Average™.. ..o 17.3 20.0 2.5
Average EEC'® 16.5 19 3 2.8

Full-time and part-time {excluding children in pre-primary schools).

Full time only. Figures in brackets include pre-primary teachers.

Full time equivalents.

1972, i
- Figures includz: alt university personnel.

Figures for higher education are based on Secretariat estimates.

Full time students only.

Excludes students “n independent schools.

Measured by Mandard deviation. .

Geometric mean.

Denotes fult and part-time. -

R

Sources: QOECD. Educational Statistics Yearbook and Labour Force Statistics; sources quoted in the
Statistical Annex.

These data do not ~f course give an incication of the size of the
public education sector, since students attending private schools and univer-
sities are also included, and provide no guide as to the macro-economic
expenditure -flows involved in education. The public sector’'s importance

o
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in this field, expnqssed as a percentage of GDP, is shown in Table 2.

should be noted that if actual GDP figures are used as denominators for
thie overall share the results would not be free from cyclical variations.
If is assumed. that education expenditure is not affected by such fluctua-
tions' the expendnw‘re/GDP ratio at a point of time (and, even more, its
trends through_time) will be distorted by cyclical movements, Over the
period here surveyed, cyclical fluctuations have been relatively small so that
the use of actual GDP figures would’ create no major distortions, But the
introduction of cyclically smoothed output data is mere appropriate. Giver
the. difficulties in determining the exact level of ‘' potential™ output,

,‘‘average” output will be used in° what follows to calculate the shares.of

educational cxpendflure in GDP.?

A number of caveats must’ be borne in mind when looking at this
table. Firstly, the educanonmcxpcndllurc figures are on a budgetary rather
than on a national accounts’ basis and therefore not strictly comparable to
GDP in conceptual terms? Secondly, in some instances the data cover only
expenditures incurred by education minist-ies, while in others they may
also include education financed by other administrations (e.g. the costs of
military academies borne by defence budgets, of pre-primary education
incurred by welfare departments, of agricultural schools supported by’ agri-
cultural ministries etc.). Thirdly, the dividing line between the private and
the public sectors is often unclear. Thus, in several countries (e.g. Belgium,

the Netherlands or the United Kingdom), there is a large private education -

system at the primary or secondary level which is wholly or partly sub-

-sidised by the State. At higher levels of education some pnvate university

svstems also receive extensive government suppnrt In addition, in a number
of countries, large sums are paid in the form of maintenance fees which are

" not direct costs for providing a service but an indirect support to house-

holds or individuals. The general rule followed in this report has been to
inctide under the public expenditure heading all the costs incurred by
private institutions when these are entirely or very largely supported
by the State. Otherwise, private education has not been incorporated, but
an effort has been made to show, whenever data are available, the size
of this sector, at least for those countries in which it looms iarge. Grants
and scholarships have been included, whenever data were available.

As they stand, the figures show that public expenditure on education
represents, on average, roughly 4! per cent of Member countries’ GDP,
againsi a 3 per cent share ten ycars carlier. It should be noted that this

-

is not the total resource cost of education. Quite apart from the private

1. An assumption which would seem broadly justified, at lcast for current expen-
diture.

2. The figures for " average™ output are obtained by applying actual GDP deflators
to the 'average GDP'' data in volume terms as calculated in " The Measurement of
Domestic Cyclical Fluctuations'. OQECD Ecoromic Quilook-Occasional Studies, July 1973,

3. Sorne countries provide data ¢n a national accounts basis but this information
is not broken down by levels of education and seldom supplies figures on capital costs:
hence it could not be used .or the present purpose.

11 v,
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N 1

- Tablé 2. PUBLIC EXPENDITURE ON. EDUCATION (EE)
. . . EARLY 1960s ANI' EARLY 19705
In per ceni of * trend’ GDP at current prices

. Implied elasticity of:

Total BE | FEL RPN

Early Early | ‘with respect 10
1960s - 16705 |" respect to pect |

) GDP at | Per.capua -
income(at
current

. prices constant
' . prices)
Australia___# (1963 6471 72) .. 3.0 45 1so "7 1m
Austria (1963-72) 3. 5.2 1.69 , 1.28
Belgium (1963-72) 4.2 5.4 1.28 1.08
Canada (1963 64-70 71).... 36 7.5 1.68 1.43
Denmark (1960-70) 4.0 7.0 1.73 1.32
-~ _Finland . (1963-70) 6.2 6.3 1.02 0.86
France! (1963-73) 25 1l 1.23 09
Germany (1963-71) 3.0 4.2 1.40 113
Greece (1960-70) 1.7 23 1.24 0.99
ireland (1960-70) 3.0 49 1.57 1.33
Italy (1963-72) 32 4.0 1.31 1.09
Japan (FYs1963-71) KR 3.6 . 099 0.75
Netherlands (1960~-70) o4 7.6 1.58 1.06
Norway (1963-70) 5.1 6.0 1.17 1.13
Portugal (1960-70) 1.9 1.9 1.08 1.08
Spain (1960-70) 1.2 2.4 1.97 1.39
Sweden (19A3.70) 5.0 7.1 1.41 1.25
Switzerland (1963-72) 13 4.9 1.46 . 1.32
Turkey (1960-68) 23 35 1.50 1.41
United Kingdom (FYs1963-71) 4.8 5.6 1.27 1.20
United States (1963 64-72 73) ... 4.5 6.0 1.30 1.14
Dispersion® ...oo.ooiiiiurei i 1.3 1.7 0.24 0.17
Average? 3.3 4.6 . 1.38 1.16
Average FEC3 ... 37 5.1 1.39 1.14

1. Ministry of kducmtion expenditures only: n 1971 tosal pubhic expenditure is estimated at 4.5per cent of
GDP. .

2. Measured by standard Jesiation
3. Geometric mean.
Sources: QECD, Educational Statistics Yearbook and sources quoted in the Statistical Annex.

sector's share in total output, there are considerable indirect costs in the

“torm of foregone earnings. Tnese will noi be explicitly considercd here
g g Y ¥

since they do not scem to be very relevant to a study of past public ex-
penditure trends. They need, however, (0 be borne in mind in any
projection o future educational costs. :

1. Theimportance of these indirect costs is indicated by the fact that approximately
one third of students in full-time education in Member countrics are of working age. For
soeme countries very tentative cstimates of the foregone carnfhgs of university students are
bigger than actual higher education budgets.

12

-
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_differences reflect -
" Potugal and Spain,
devoted less than 2} pér centsof GDP to education in 1970, private educa-

Y

The growth in educational expenditure 13

Fairly remarkable differences exist between countries in the GDP
shares of public education. In recent years, these varied between lows of
only to 2 to 2% per cent in several of the Southern European countries and
highs of 7 to 8 per cent in a number of Northern European countries and
in Canada. In the latter country, educational expenditure, at close to 8 per
cent of GDP, Tepresented as much as one fifth of total government expen-
diture (indluding {ransfers and investment). To some extent, of course, these

varyi
v

Ance, two countries in which the -government

tion remains important., For Spain, some expenditure data put the private
sector’s share in output at almost one per cent and the enrolment figures

show that 30 per cent of students attended private institutions, Elsewhere,”
“the private sector is unlikely to account for similarly farge shares but,

among the few other countries for which data are forthcoming, its weight
is not insignificant in, for instance, France and Finland (15 per cent of the

student population), the United Statcs (12 per cent) and, espedially, Japan\

(20 per cent), where some ‘three-fourths of university students attend private

institutions. The available evidence on the expenditure side is summarised
_in Table 3, which provides national accounts data on consumption flows
. only. In the sample of countries covered, the public sector accounts for

som. 90 per cent of the expenditure flows with Greece and North America
at the low end of the spectrum while Belgium, the Netherlands and Sweden
are close to 100 per cent ratios.

__Through time, public expenditure on education in current prices  has

" risen a good deal more rapidly than GDP. The implicit **expenditure”
_elasticity of this item in the area asa whole is of the order of 1.4, higher

than that of most other major categories of public expenditure. 'A large
number of countries is clustered arourd this average, with perhaps 3
tendency for countries in which output grew most rapidly (Japan, Greece,
Portugal, or Italy) to record relatively smaller elasticities. This could reflect
the lowet relative priority given to this field at somewhat earlier stages

‘of development. Evidence supporting this supposition is provided by the

presence of an, admittedly weak, relationship linking per capita income and
education expenditure shares in GDP. Alternatively, it could be argued that
the capacity such countries had to accommodate rising demands in this
field implied that the sharo of resources devoted to education ‘did not have
to increase. But support for this hypothesis is less easily forthcoming and
the example of Spain or, inversely, that of the United Kingdom, provide
striking exceptions. Despite a.g* cent annual output growth, Spain
recorded an clasticity of 2 — the largdst in the sample. Two main factors
probably influenced this developmenty 2 very low starting point (the lowest
in the arca), and, possibly, some switch from private to public forms of
education. Otherwise, however, there would seem to be little evidence over

~

I. The per <apita income clasticity (at constant prices) is of the order of 1.15. a
result which is not very different from the onc obtained with the cross-section data in
U.S. dollars for the early 1960s and 1970s shown in the Chart.

13

weights of the private and public sectors. In
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this decade for ‘‘catching up', i.e. for a tendency for countries with
relatively low shares at the outset to increase their shares faster than the
average, and vice versa.

Table 3. SHARE OF PUBLIC SECTOR
IN TOTAL CURRENT EXPENDITURE ON EDUCATION

Percentages
Yarly 1960s! Early 1970s!
Australia . “8t.S 86.5
Belgium 96.2 97.9
Canada 81.5 K0.5
Finland 8.4 83.0
Greece 522 65.4
ftaly 9313 95.3
Japan 36.8 834
Netherlands . 9%.5
NOTWAY  orvnieeinieeenaeenseanaeaene e 04.4 94.5
SWEdEN oo 99y 99.9
United Kingdom?2._, (76.3) (75.0)
United States ... 78.1 8i.7

. Far exact years, sec lable 2

1o

The figures are denved from national accounts whnich treat certain educational institutinns (universities,
direct-grant schuals and colleges) not wholly publicly funded as being within the private sector even
though mast of their 1ncome originates In the public sector. This departure from the general rule
means that the ligures shown are Inwer than they would have been on a strictly cnmparable basis;
institutions whaolly or mainly publicly funded are estimated to account for 90-95 per cent of all United
Kingdom educational expenditure :

EXPENDITURES IN SELECTED COUNTRIES

The previous section has given a yery brief overview of the size of
expenditure in the arca as a whole. Any more detailcd analysis of the
elements underlying inter-country differences in the proportion of output
devoted to education requires a breakdown of this total expenditure for
various cducational levels. Unfortunately. consistent figures on expenditures
for the different forms of education are not often available. Hence, the
remainder of this report will deal with a smaller number of countries for
which more complete data were assembled.

The statistical analysis will follow a mcthod also used in the study
on income maintenance programmes.' The approach s based on an identity
in which the share of public cxpenditure on education in GDP is equal to
the product of the fotlowing four variables:?

| See OECD. Public Expenditure on Income Maintenance Programmes, 1976.

2. Symbolically, if ELl = public cducation expenditures, GDP = gross domestic
product, # = number of students. | = the size of the relevant population and N = total
population, then E: GDP = (FE B) x (B D x (I Nyx (N GDP).

14
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PUBLIC EXPENDITURE ON EDUCAT. DN PER CAPITA AND GDP PER CAPITA
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i) Costs per student ;

ify The number of students as a proportion of the rclevant age group
tfor instance age 6 to 23,

iify The relevant age group as a per cenl of the total population;
iv) The reciprocal of GDP per head.

By rultiplying items (i) and (iv) the cost per student can be expressed
in relation to GDP per head. Hence the share of cducational expenditure
in output can be subdivided into three ratios, called for sho't the
* demograp ic ratio "', the ** enrolment ratio ™ and the " cost ratio .

The “cost ratio™ defined in the previous paragraph is statisticaily
similar to the **transfer ratio ™ used in the report on income maintenance
expenditure. 1ts economic implications are, however, somewhat different.
Linking pension or unemployment benefits to GDP per capita has some
immediate significance. It provides a way of assessing (subject to some
important qualifications), the relative generosity ” of a transfer programme
in terms o an average income concept. The same is not nccessarily true
for costs per stvdent. The cducational planner is probably more intercsted
in knowing how high cducational expenditure is at a moment of time in
absolute terms, and how fast it has cxpanded in terms of percentage
changes. But for the macro-cconomist interested in problems of overall
resource allocation, a ratio which shows the cost of cducating onc student
in terms of per capila ou'put, may be an cqually mearingful concept. It
allows a number of comparisons across countries and through time and can
show, for instance, whether and how such ratios evolve as countrics get
richer. Such an approach may, in addition, facilitate projections into the
future. since it avoids the need to forecast absolute ievels of GDP or
expected rates of inflation.

It should, of course, be cmphasized that the- subdivision used here is
merely a  statistical description and that, therefore, the international
parallcls or differences which will be presented will inevitably be somewhat
superficial. Morcover, value judgements should also be refrained from in
view of the weakness of the underlying data. Even for the restricted sample
of countries here covered, substantial statistical problems remain, notably
in the coverage of part-time students and of private education facilities.
Both of these have been excluded, but it is not certain that absolute inter-
country consistency has been achieved. Despite such difficultics, it should be
possible to gain a very rough impression of the relative importance of
various factors, some of which might be considered as outside the control
of governments (such as demographic structures,, and some of which could
be considered discretionary (such as enrolment ratios or costs per student).

Bearing these various reservations in mind, aggregate data for 15 coun-
tyics covering current public cducational cxpenditures are presented in
Table 4. following the approach described above.! Inevitably, the figures

. These figures differ from those shown in Table 2 because they exclude capital
costs (which can vary quite erratically from one year to the next).
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Tuble 4. PUBLIC CURRENT EXRENDITURE, EARLY 1977015
ALL EDUCATIPDN CRVELS :
Per cent / Contributing factors:
share in
/ Demo- Enrol-
. “tiend " . Cost
raphic ment h
GDP s ra‘:io‘ ralio ratio
. . N,
Australie - (197112 ... 3.77 12 0.6012 0.201
Austria 1972y ... 4.03 0.270 0.729 0.205
Belgium (1972v ... 4.90 0.2582 0.789 0.246
Canada (1970 71) ..... 6.46 0.358 0818 0.221
(7.23) (0.247
Finland (197 ... 5.57 0.310 0.760 0.237
France (1973 ... 3.3 200 0.789 0.157
Germany (197 ... 3.02 0.2] 0.744 0.174
ltaly (197 ... 3.953 0.260 0.629 0.2433
Japan (FY 1971 ..... 2.56 0.259 0.643 0.154
(3.04) (0.780) (0.150)
Netherlands (1970) ... 5.44 0.300 0.707 0.256
Norway (197 ... 4.90 0.251 0.770 0.253
Sweden (970 . 5.90 0.222 0.756 0.352
Switzerland (1972) ... 3.56 0.260 0.043 0.213
United Kingdom (FY 1971) ... 4.44 0.259 0.726 0.236
United States (1972 73) ... 5.26 0.31%8 0.764 0.216
(6.44) (0.864) (0.234)
Dispersion® ......... .. 1.10 0.035 0.063 0.046
Averages ... .. LA 4.33 0.273 0.721 0.220
(4.36) (0.737) 0.222

1. For the coverage of the demaographic ratin see notes to Tables S and ¢
2. 0.798 lor Austraba if the privare sector is included

Y. fIncludes capital costs.

4. Neasured by standard deviation

& (icometric mean

Note  The first column equals the product of the next three columns multiplied by 100. Ligures 1n brackets

for Canada. Japan. and the United States cover total (public and privatel current cducational
cxpendnures.

are approximate, influcnced as they are by the proportion of students al
various levels of education, the length of compulsory schooling or of degree
courses, cle. . Thus, the demographic ratios cannot be directly compared
since they cover different segments of the young population, dependiug on
the length of primary and secondary educalion. The comparability of en-

_rolment ratios is also subject to a number of reservations, but very roughly
“such ratios scem to be around 70 to 75 per cent of the student age popu-

lation, with relatively little inter-country variation, especially when account
is taken of the private scctor. North America is somewhat exceptional, with
a well above-average proportion of the young attending schools and uni-
versities. The somewhat lower European ratios may reflect the tendency to
be more seleclive in the choice of education after compulsory schooling has
finished, with a greater emphasis on non-school forms of learning. More
broadly, enrolment ratios may also be linked to incomes per capila and
some evidenze for a positive relationship is forthcoming from the figures.
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More striking variations are to be found, of course, in the relative
levels of costs per student. As already pointed out before, care must be
taken in interpreting the data. Any statistical error in carlier columns is
reflected in the ** cost ratio ' which is obtained as a residual. And, even if
the “‘cost ratios'’ were free from measurement crrors, they would still
reflect a number of social and historical factors which cannot be compared
internationally. The figures go from highs of roughly vne third of GDP per
capita in Sweden to lows of barely 15 per cent in France and Japan. Not
too much stress should be laid on such differences. More interesting is
perhaps the finding for the average of the relatively rich Member countries
here considered. For this sample, the cducation of a student seemed to
involve, in the early 1970s, a cost not far from i of a per cent of per
capita outpwuy with littlc dispersion around the mean.

The overal! aggregates discussed so far are, however, very heterogeneous
since they cover forms of education in which both enrolment and cost per
student ratios can differ greatly. Hence the following will look at expen-
ditures at a more disaggregated level, considering primary and secondary
forms of education first and higher education later. The GDP shares which
will be discussed will not necessarily add up to the totals shown in Table 4
because of the presence in some instances of miscellancous items of
spending which cannot be allocated to various levels. This is not a factor
of major importance, however, and in most cases the discussior will cover
the bulk of expenditures.

) Primary and Secondury Education

The cost of primary and sccondary public education represents over
3 per cent of GDP in the sample of countries here covered; is as high as
Sper cent in Canada and comes down to 2 or 21 per cent in France,
Germany and Japan. Demographic rativs vary widely. To some cxtent this
reflects the different lengths of schooling,! but there are also significant
variations in purely demographic factors. Thus, if the North American
countries had the same demographic ratio as Germany, they would, ceteris
paribus, devote | to 1 per cent less of GDP to expenditure in this field.
This is an extreme example. but even within the Furopean context, both
Finland and the Netherlands would spend ; per cent of GDP less if the
size of their young population was similar to that of Germany. Enrolment
ratios, on the other hand, are relatively uniform across countries and go
from 90 to 95 per cent of the relevant population (including private: schools),
with only ltaly and Switzerland lagging bchind largely on account of a
somewhat shorter compulsory school period.

Perhaps the most striking finding is the relative uniformity of the cost
ratios. Despite the wide variety of educational systems and approaches here
covered, the varying weights of the public and private sectors, the differing

1. These have been allowed for in Table S by changing the size of the relevant

age groups.
18
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treatment of administrative expenditures, etc., a fairly large number of
countries are clustered around a cost per student ratio of roughly 20 per
~ cent.of GDF per head. There are, of course, gaps between, for instance,
the Scandinavian countries (whose high figures may, in part, reflect lower
population deusities in large parts of the country), and Australia, France,
Germany or Japan. But, on the whole, these disparities would seem
surprisingly small. Such a finding would tend to support the view that the
level of educational expenditure per pupil is no! necessarily an absolute but
crather a relative concept which evolves in line with general economic de-
velopments. This conclusion is, however, baseu on 2 rather restricted sample
of both countries and per capita incomes and does not take into account
the possibility that some absolute limit to unit expenditures could: eventually

" Table 5. PUBLIC CURRENT EXPENDITURE, EARLY 1970s'
PRIMARY AND SECONDARY EDUCATION

Per cent Contributing factors : -
share in
" " Demo- Enrol. N
téel;g graghic ment f:t)i-ct)
ratio? ratio
Australia ..o 2.62 0.243 0.709° 0.152
Austria ... 3.27 0.199 E 0.939 0.
Belgium ... 4.20 G.192 0.969 0.226
Canada ... §.03 0.288 0.931 0.187
* . (5.29) (0.197)
Finland ...........ccocviiinns $.81 0.218 , 1.017 0.217
France .......cociiiiiiiiiiinniinas 2.79 0.195 0.960 0.149
Germany ......ocoiiieiiiieiens 217 0.180 0914 0.132
[taly - 3.004 0.202 0.753 0.1984
Japan .22 0.185 0.879 0.137
(2.45) (1.000) (0.132)
Nctherlands  ............ooeeeel 184 0.231 0851 0.195 .
TNOTWAY e 385 0.190 0.952 0.211
Sweden ... 4.22 . 0.160 0.949 0.277
Switzerland ........... e 2.69 0.199 0.802 0.168.
United Kingdom ................ ) 2.86 0.202 0.886 0.160
United States ... .............. 3.80 0.245 0.886 0.175
. (4.19) (0.981) 0.179)
Dispersigpﬂ e 0.87 0.031 0.082 0.037
Averaged” ... 3.31 0.206 0.889 0.181
J"- (3.37) (0.903) (0.181)

1. For the precise year covered for each country. see Table 4.

2. The population covered differs slightly across countries. depending on the initial age of compulsory
educalion and on the length of the secondary school system. Thus in one case the demog.aphic ratio
may cover all children aged S to 17 and in another those aged 7 to 18 Far details see Annex. !

0.904 for Australia if the private skcmg' is included.

Includes capital costs. )

Measured by standard deviation.

Geometric mean.

- R I ]

Note : The first column equals the product of the next three columns multiplied by 100. Figures in brackets
for Canada, Japan and \121: United States cover total (public and private} current educational exe
penditures.
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be reached in very rich societies (or that some absolute minima exist in
very poor ones).

i) Higher Education

The picture for higher education is very different and little uniformity
can be found among countries. The overall share of output devoted-to this
field is close to one per cent but the dispersion around the mean is much
larger with ratios to GDP varying from |; per cent in North America and
the Netherlands to less than ! per cent in France and Italy. Demographic
variations are not very important in explaining such differences, but enrol-
ment ratios show wide dispanties. Such ratios are not strictly comparable

between countries, partly because the length of degree courses varies' and

partly because of purely statistical quirks like double counting of students
enrolled in more than one institution. As they stand, the figures go from
peaks of 40 per cent in North America to lows of 10 to 15 per cent in
Austria and Switzerland. The differences in higher education budgets as a
share of GDP between these two sets of countric:s are more than accounted
for by such disparities. Not surprisingly, variations in cost ratics are also
large.? The greatest differences are within the European Community. On
the one hand are the high cost British and German systems (but also
Swiss), in which student numbers are low, and teacher/student ratios high.
On the other hand arc the French and Italian systems in which there is no
limitation to the number of cntrants who hold a secondary school leaving
certificate, and whose teaching methods are less labour-intensive.

The different emphasis “which countries place on higher relative to
lower levels of ecducation may be worth noting. Taking countrics with
roughly similar lengths of degree courses, Australia and the United States
devote over 25 per cent of total current expenditure to higher education.
At the other end of the spectrum are Finland and Italy, with figurés of
roughly 10 per cent. In terms of costs per student, the Scandinavian coun-

tries have tended to direct attention to lower levels of cducation relative -

to the other countries in the sample, while in Britain, Switzerland and

_possiblv Germany (where the ™ cost ratio " figures are less-reliable), the

opposite seems to have been the casc.

THE GROWTH OF CURRENT EXPENDITURES

In the previous section emphasis: has been placed upon the relation
between the size of education Hudgets and gross domestic product. While
this git *s a better chance to place the expenditure patterns and the different
clements of cost in perspective across countries, it gives no indication as to

’

1. Unlike for primary and sccondary education, Table 6 presents roughly com-
parable figures for demographic factors (i.c. a four ycar age span). Hence, if degree
courses stretch normally over, say. five years, the enrolment ratios here calculated will be
artificially swollen. . '

2 To some extent inter-country disparitics may reflect differences in the coverage

of research expenditure.
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Table 6. PUBLIC CURRENT.EXPENDITURE, EARLY 19705
HIGHER EDUCATION

Per cent Contributing factors :
rend Demo- Enrol- Cost
. GDP graghx; ment ratio
- ratio ratio
Australia ... 0.94 0.069 0.224 0.608 -
AUSLIIA e v .58 0.071 0.141 0.578
Belgium 0.70 [ 0.060 0.217 0.538
Canada 1.44 0.970 0.351 0.629
(1.95) {0.797)
Finland ......coocoviiiinnn, 0.64 0.092 0.153 0.454
France ‘ 0.44 0.065 0.272 0.249
Germany ... 0.85 0.054 0.169 0.940
Ialy ... FRURTTRPTIPEIN 0.48? . 0.058 0.198 0.4173
Japan ..o 0.34 0.074 0.055 0.824
(0.59) {0.230) {0.346)
Netberlands .......oooiieeninine 1.43 0.069 0.726 0916
Norway ....... e . 0.69 0.062 0.2 0.524
SWEdEN woerriiieiriin i L 1.13 - 0.061 0.251 - 0.737
Switzerland ... ) 0.87 0.060 C.120 1.197
United Kingdom ................ . 0.98 0.057 0.161 1.071
United States  ......cooooovin 1.46 0.073 ~ 0.358 0.562
. (2.25) (0.471) (0.653)
Dispersion® ... ' 0.35 0.009 0.078 .0.252 ¢
Averages 0.99 0.066 0.190 0.635
(0.86) (0.213) (0.615)

1. For the preqise ycar covered for cach country, see Table 4.

2. The demographic ratio applies to the population in a four-year age-span going from the last year of
secondary education (e.g. if the latter stops at age |8, the group covered here will be the pop:iation
aged 19-22). For details see Annex.

3. Includes capital costs.

4. Measured by standard deviation.

S, Geometric mean

Mote - The first column equals the prodict of the next three columns multiplied by 100. Figures in brackets
for Canada, Japan, and the United States cosur total (public and private) currert educatioal ex-
penditures.

the reasons for the growth of education expenditure over time. Tables 7
and 8§ provide a breakdown of the main contributing factors to the great
expansion recorded in the 1960s." This analysis will follow the approach
already used so far (i.e. consider the contributions made by demographic
factors, changing enrolment ratios and increasing costs per student), but
will in addition divide this last factor into its price and “‘real” com-
ponents.?

In assessing the impact of changing prices on educational expenditures,
it is important to choose an appropriate deflator. As is well known, public

1. Difficulties in obtaining data restrict the period of observation from 1963 (the
first year for which consistent figures could be assembled) to the carly 1970s.

2. "The Annex provides a set of figures which subdivides the increase in expenditure
in terms of"annual percentage changes rather than changes in GDP shares.

21
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expenditure is measured. by the cost of inputs which makes it impossible
to easure productivity increases.' This, ir turn, means that the price
,ndex for the government sector tends to rise faster than that for the
private sector, as civii servants wages must more or less kecp pace, in the
longer run, with those in the rest of the economy .if the size and quality
of the public sector labour force is to be maintained.

Education deflators are not always available and in a number of cases
the public consumption deflator had to be used as a proxy. A priori, it
would be anticipated that the use of the public consumption deflator would
underestimate the rise in prices in the education scecior because education
tends to be more labour intensive than other forms of government expen-
diture. However, this does not always appear to be the case. In 2 of the
6 countries for which ** education deflators”, or some assessment of the rise
in teachers salaries, could be made, the education deflator grew more
slowly than that for total publlc expenditure and in three more it rose at
roughly similar speed. Only in the- Netherlands wab the increase more
rapid. Since, in any case, these various differences were not very large? it
was felt that the public consumption deflator could be taken as a reasonable
proxy for the rise in .the price of cduwuonal services in those countries
v:here the sectoral deflator was not available.®

i) Demographic Trends and Enrolm'ent Ratios

The growth of student numbers was impressive over the last decade
and so was that of enrolment ratios. Some figures for a wider sample of
countries are shown in Table 9. .\s can be seen, developments differed
depending on ecducational levels. An important feature of demographic
patterns since 1945 was the early post-war increase in birth rates. The
ensuing population *‘bulge" initially put pressure on educational -facilities
at the compulsory levels which exparded considerably during the 1950s.
By the end of the 1950s and early 1960s this group of students ‘began to
move into the upper secondary schools and then into post-secondary insti-
tutions. The major impact in non-compulsory secondary education was felt
at the turn of the 1950s, and in post-secondary education in the mid-
1960s. In the area as a whole, therefore, the number of school children
rose only by some 2 per cent per annum over the past decade. For the
15 countries considered in greater detail in Table 7, demogiaphic trends
during the 1960s have tended to be negative after the peak of the popu-
latio- bulge had been passed. Since enrolment ratios rose, on average,
by less than 10 per cent, the share of output devoted to primary and
secondary education rose only little on account of the increasing number
of pupils.

1. Belgium and Germany make some allowance for rising productivity but these are
necessarily arbitrary.

2. For detail see the Annex. .

3. With the possible exception of Canada for which there are indications that the
rise in teachers’ salaries was considerably above that of other publir servants.

v}
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Table 7. CHANGES IN PUBLIC EXPENDITURE - 1963 TO EARLY 1970s!
PRIMARY AND SECONDARY EDUCATION
Ratio of end-year to initial year?
Due to:
Per cent iah -
share in Of which:
o " Demo- Enrol-
l(geDng graphic ment clﬁc:ss‘es Relative Real
changes changes g riccl: relative
P K inputs
Australia ............ . 1.522 0.988 1.109 1.388 1.219 1.139
Aurtria  ...ooeiineln 1.505 1.081 1.120 1.243 1.278 0.973
Belgium .............. 1.212 1.035 1.070 1.095 1.124 0.974
Canada .............. 1.743 " 1.042 1.082 1.546 1.208 1.280
Finland .............. 1.260. 0.874 1.169 .1.037 C 14y . 0.907
France3.....ccoouneenen 1.202 0.950 1.089. 1.161 1.J01 1.055 -
-Germany ............ 1.500 1.132 1.072 1.233 1.243 0.992
naly .opeeeieviineennn. 1.0224 0.991 1.058 0.9494 1.182 0.8034
Japan ...l 0.885 0.764 1.029 1,125 1.325 0.849
" Netherlands ........ 1.521 0916 1.123 1.479 1.464 1.010
© NOTWRY ..oiireeeen. 1.205 0.930 1.108 1.168 1.040 1.123
Sweden  ...... 1.344 0.846 1.174 . 1.351 1.192 . 1.133
Switzerland Ceeeeseens 1.206 1.003 - 1.056 1.093 1.086 1.012
United Kingdom 4.157 1.037 1.109. 1.007 1.080 0.932
United States ...... 1.284 0.965 1.059 1.256 1.132 1.110.
) Dispersion® .......... 0.222 0.092 0.037 0.167 0.106 . 0.120
Average® .............. 1.272 0.966 1.099 1.198 1.183 1.012
Coatribution to
total change (%) .... 14.5 393 5.2 70.2 6.2

1. For the precise year cavered for each country in the early 1970s. see Table 4.

2.
parisons,

Ministry of Education expenditures only.
Includes capital costs.

3

o4

* 8. Mecasured by standard deviation.
6

C(ieometric mean.

Note : The first column equals the product of the next three columns.

The change over the period has been put on to a common B-year basis so as to facilitate cmss-country com-

‘

The opposite was the case for higher education. In addition to. the
demographic changes already mentioned, there was a dramatic increase in
enrolment for practically all the countries shown in Table 8 as well as for
niost other Member countries. On average, the annual growth rate of
university and other higher level students was of the order of 8] per cent

» per-annum in the 1960s with peaks of 10 to Il per cent in Belgium,
# 7, Canada, France and Sweden. Several underlying factors may have con-
+ " tributed to this rise. Apart from a change in social aspirations, the most
important one would appear to have been the rapid rise in incomes over

the post-war period. On the demand side, this allowed parents to forego

the carnings of their ‘children for longer periods and to support them
financially by paying tuition fees and maintenance allowances. On the
supply side, higher tax revenues provided governments with the resources

23
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to increase the number of student places, while student support was in-
creased in an effort to improve access. fn a number of countries a further
fattor may have been changes in the educational system itself which made
it more attractive to students who found it easier to complete their training.

_More flexible education structures at the secondary level facilitated switching

between the vocational/tcchnical streams (directed towards. the labour
market) and the general/academic streams (directed towards further educa-
tion) and helped to prevent students reaching a ‘“‘dead end” in their
educational career. In addition, short cycle nom-university courses were
introduced, which accepted students without the school leaving requirements
of universities, and universities themselves adopted a more generous attitude
in providing places for students with . vocational/technical school leaving
certificates. Finally, economic factors like wage differentials between holders
of higher degrees and less qualified workers may have made a further
contribution. In FEurope, such differentials existed already prior to the
recent very rapid expansion, but in North America part of the sharp
increase in enrolment rates in the late 1950s‘and early 1960s and the sub-
sequent slow growth are attributable to youths responding to the relative
rise in the wage differential in the 1950s and early 1960s and the relative .
decline in the late 1960s.

) Price Changes and Real Inputs per Student

Total costs per student rose rapidly over this period, but related to
per capita GDP their increase is not striking. At the primary and secondary
level, there was an ‘increase of some 20 pc- cent but at higher education
levels relative cost ratios fell by 5 per cent. There is little evidence for an
inverse relationship between unit costs and enrolment ratios for the school-
age population, but there is some such relationship at university level. Thus
countries in which higher education expanded most rapidly (Australia,
France, Italy or Norway) witnessed above average falls in their total inputs
per student. Conversely, the Netherlands-and Austria in which enrolment
ratios rosg more moderately, witnessed stable or rising cost ratios. This
would suggest the existence of a " trade-off " between the universality of

_higher education and its ** quality .

The most important element in these changes in inputs per student has
been the behaviour of prices. The contributicr made by price changes is
shown in the fifth column of Tables 7 and %' and is expressed in terms of
the rise in the public consumption (or education deflator), relative to the
evolution of the GDP deflator.? The figures differ quite widely across
countries with Norway at onec extreme showing hardly any relative price

‘increase and Austria, Japan and the Netherlands, on the other hand,

recording relative increases over ‘the period as a whole of the order of

1. The figures are the same for both levels of cducation since separate deflators
were not available.

2. le. the 1.22 figure shown for Australia shows that. over the period, prices in

the cducalion sector rose 22 per cent more rapidly than in the cconomy as a whole.
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'

Table 8. CHANGES IN PUBLIC EXPENDITURE = 1963 TO EARLY 1970s!
HIGHER EDUCATION R :

Ratio of end-year to fnitial year?

‘ Dueto: ¢

br cent Of which: .

Ha® | Dema | B | con [T

Gop changes changes changes Rel'auve relative

prices -

inputs

Australia ............. 1.759 [.113 2.105 0.751 1.219 0.616
Austria ......ooooeee 1.824 1.105 1.265 1.305 1.278 1.025
Belgium .............. . 1.952 1.180 1.794 0.921 1.124 0.8)9
Canada .............. 3.975 1.316 1.617 1.868 1.207 1.547
Finland .............. 1.725 1.459 1.273 0.928 1.143 0.812
Franced. ............... 1.482 1.220 1.843 0.659 1.101 0.599°
Germany ............ 1.239 0978 1.510 | 0.839 1.243 0.675
Italy ... .............. 1.9044 1.028 2.132 0.8684 1.182 0.7344
Japan- ... . 0.817 0,960 1.476 0.576 1.325 0.435
Netherlands ........ 2.238 1.263 1.289 1.373 1.464 0.938
Norway - ........c...ns 1.664 1.016 2.093 0.783 1.040 .0.753.
Sweden .............. 1.787 1.082 1.711 0.966 1.192 0.810
Switzerland ....... " 1.862 0.923° 1.603 1.258 1.086 1.158
* United Kingdom ... |- 1.758 1.032 1.757 0.969 1.080 0.897
United States ...... 1.706 1.203 1.599 0.886 1.132 0.783
Dispersions .......... 0.651 0:143 0.280 0.319 0.106 0.255
Averages ............. 1.754 1.116 1.648 0.953 1.183 0.806

Contribution to ’

total change (%)..... : . 20.1. 88.4 -8.6 30.5 -39.1

I.  For the precise year covered for each country in the early 1970s, see Table 4.

The change over the period has been put on to a commun K-ye{r basis s0 as to facilitate cross-country com-
parisons,

Ministry of Education expenditures only.
Inclades capital costs.

Measured by standard deviation.
Geometric mean

[

R

Note : The first column equals the product of the nexi three columns

1

30 to 40 per cent. The development of teachers’ salaries relative to other
wages and salaries is one reason for these disparities. Another one mayeobe
linked to the different conventions countries follow in compiling their
national accounts statistics.' -

The last columns in the two tables show the change in “‘relative real™
inputs per student over the period. These figures represent residuals after
the growth of prices and enrolments have been taken into account. To the

“1. Conventions for defluting inputs vary widely across countries. Four different
methods were applied in the 1960s to measure " real output™ in the education sector
in eleven OECD countries: sec T.P. Hill. The Measurement of Real Product, OECD
1971, pp. 50-1. .
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Table 9. GROWTH RATES IN FULL-TIME STUDENT-ENROI.MENT
. / ' 1960 to 1970’

Average annual perceniage changes

) Primary and :
- . . secondary Higner education
’ ' . education .
3
Australia CO(1961-72) Ll 2.4 - 957
AUSIFI® oo v e 3.2 4.8
Belgium (1960-69) .............. 29 10.¢
Canada ......ocoiiiiiii e 33 1.3
Denmark (1965-82) .oooiivnnn. 0.5 8.1
. Finland? N (1960-73) ool 0.1 . 6.8
Framee  ooei et 1.5 1.2
Germany (1960~71) ..cooonnia.n. 3.1 8.0
Ireland (1965<72) iviiinn... 2.6 4.7
TALY oo 29 9.6
JJapan -1.6 9.0
- Netherlands (1960=71) oooeeeien... 1.3 7.2
Norway (1960=71) eouvereenn. 1.1 8.2
Portugal (1960-71) ............... 2.6 T8
SPAIN .oeiiieeeeen, UUUTRRTOURRUUTT 5.1 9.4
SWEAEN oot . 0.74 10.02
Switzerland (1961-6Y) ....c..co..l. 1.6, 7.1
TULKEY oo 6.6 9.6
United Kingdom  (1965-70) ............... -23 8.4
United States (1960-71) ............... 1.9 7.5
Dispersion® ... 1.7 - 1.8
Average® Ll 2.2 8.5
Average EEC® ... 2 8.5
Unless otherwise stated - . . B
1960 to 1972, university students anly . '

Include: part-time students.
TI960 to 1973,
Measured by standard deviation
Arithmetic mean
Source: QECD. Educatinnal Statitics Yearbook, 1974, Vol 1

Y

extent that- any. of these elements are in error, they will bias the figure, =
for “real” growth as well. As'they stand, results show tnat *‘real” inputs
remained virtually stable in primury and secondary cducation, but. fell
quite sharply almost everywhere at higher levels. It must, of course, be.
remembered that these figures are refative to GDP per capita. For resource
allocation purposes such results are probably the relevant ones. But, in
terms of the quality of educational output, it may be more appropriate to
look at changes in the absolute figures. These suggest some improvement at
schonl levels (¥eal inputs per pupil rose by some 4} percent per annum
. between 1963 and the early 1970s), but very little for higher education.!

I. For further detail, see Annex.

po
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. These figures need, however,, some further qualification since they may
reflect not only improvements in quality but also shifts in enrolment =
towards more expensive forms of education-(e.g. upper secondary or post-
graduate). The bulk of any real improvement which has tgken place, is
likely to have come from the increase in teaching and support staff. The
extent ‘of this increase is difficult to assess. Some:indication is given by
looking -at teacher/pupil ratios although such statistics are considered poor
indicators of the .level of teaching resources.! The available' data indicate
that the number of teachers per student in primary and secondary educa-. -
tion increased over_the period and that pupil-teacher ratios fell by perhaps -
»5 per cent. In higher education the trends are quite different-and pupil-
teacher rdtios have declined only slowly, or have risen in some cases.  Such
“developments have been most marked in those countries where enrolments
chave risen most rapidly and provide further evidence of some inverse.
“relationship bétween the growth of per student costs and the rise in student
numbers. - '

.

¢ 'y

..

' CAPITAL FORMATION

~ The improvemerit in “real” teaching inputs, at least at the primary
and secopdary levels went hand in hand with increases in non-labour inputs.
It is not possible to prdvide as complete a picture for this aspect of edu-
cational expenditure. The data tend to be poor ahd, in many g¢ases, cannot .
be broken downwby\level. More importantly, what would be required to
assess” inputs are the services of.the capital stock in the education sector
rather than the investment flows' which are open to variation from one.
year to -another -dependipg upon budgetary decisions and timing. Invest-
ment in education can only- serve as a very rough indicator for the supply
of capital services. ‘ . N

-

Nonetheless” in terms of government financing, and of the growth of
education, expenditure, investment flows are of some importance: Hence,
.. the few .available figures are presented in Table 10. Capital expenditures .

tend to be on balance approximately 20 per cent of total expenditure on
education and_ 1 per cent of GDP for the countries studied. It is difficult
. from the data at hand to discern -apparent trends in the growth rates, as
" only one year has been taken and expenditures may be higher or lower
than the trend due to timing and lumpiness in investment. Nonetheless, ’
. there would appear to be some tendency over time for capital expenditures
in primary and secondary education to remain stable or decline slightly . .-

1.

. 1. The main reasons usually given are (i) the ratios ignore increases in adminis-
‘trative staff which may indirectly improve the education provided; (i) rises in teacher-
pupil ratios may not have meant a decline in average class size, but may have beén-.
translated into a reduction in required teaching loads giving teachers greater time for
class 'preparation and student supnort; (iff) such ratios do not take account of the
probable improvement in t uality of teaching as more highly qualified staff become
available and new edu’cationﬁniques are introduced. '

~ S

-
a_ - B ™, s . :
Wt . . . . = ¢

Q

ERIC

Aruitoxt provided by Eic:



28

O

ERIC

Aruitoxt provided by Eic:

Table 10. PUBLIC CAPITAL EXPENDITURE, 1963 AND EARLY 1970s’

Percentuge shares in " trend” GDP

f Growth of tot:

: \ expenditure

scco:crl::arcyd:::tion Higher education Total? 1963 to early 19

y ~ (‘\verage annw

percentage chan

Early Early Early Current -Con

1963 19705 1963 1970s 1963 1970s prices pri

Australia ... 0.41 0.54 0.19 0.28 0.60 0.82 13.5 {

Austria .. 0.94 . 0.18 0.56 1.14 18.0 1.

Belgium 0.38 0.28 0.06 0.17 0.44 0.45 98 | :

‘Canada 0.73 0.73 0.33 0.51 1.06 1.24 11.6 {

Finland 1.25 0.52 0.13 0.12 1.38 0.73 5.5 -{

France 0.16 0.23 0.17 0.09 0.43 0.33 7.6 ‘

Germany ...l 0.61 0.78 0.25 0.38 0.85 117 13.1 {

Japan 0.7 0.90 0.02 0.11 0.81 1.0l 19.5 1.

Norway 0.94 091 0.10 0.06 1.04 0.97 8.9 .

Sweden 0.83 0.78 0.07 0.46 2.95 1.25 113 {

Switzerland ...l 0.62 0.94 0.11 0.27 0.73 1.22 1.4 !

United Kingdom .............. 0.80 0.96 0.21 0.23 1.10 1.26 0.2 !

United States  .................. 0.62 0.47 0.24 0.25 0.86 0.72 5.7 ‘

Averaget, ... 0.68 0.68° 0.16 . 0.255 0.83 0.95 11.8 n

1. For the precise year in the early 1970 covered for cach country., see Table 3. defator for investment in education) and Japan (where the residentia
2. _May include some expenditure not allocated by level. : tion deflator had to be used).

3. Curremt price figufes were deflated with the help of the implicit national 4. Arithmetic mean.

accounts deflator for ™ Other construction™.

except for Belgium (which has a 5.

Excluding Austria.
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{
Table 11. SELECTED ITEMS OF PUBLIC E\PENDITURE
ON EDUCATION IN THE OECD AREA
{ EVELS = EARLY 1970
In ror cent of “trend” GDP
- Demo- Enrol-
A - Cost
GDP graphlc ment ratio
ratio ratio
Primary and secondary education
(15 countries) ....................... 131 0.21 0.89 0.18
Higher education .
(15 countries) ...........ociiiiniens 0.79 0.07 0.19 0.64
Capital expenditure
(13 countries) ........ocovevviieenens (0.95)
CHANGES - 1963 TO FARLY 19705
Ratio of end-year (e initial year
Demo- Enrol-
-EE. : Cost
GDP graphic ment ratio
ratio ratio
Primary and secondary education ) 1.22 0.97 1.10 1.20
Higher education ......occovenn. 1.75 1.12 1.65 < 0.95
Capital expenditure  ............... (1.12) ©L
CONTRIBUTIONS - 1963 TO EARLY 19705’
In per cent of " trend” GDP
- Demo- Enrol-
—EDLP graphic ment S:is;
ratio ratio
Primary and secondary education 0.71 -0.10 0.28 0.53
Higher education 0.34 0.07 0.30 -0.03
Capital expenditure 0.12 -
TOTAL e (1.17) -0.03 0.58 0.502

&

1. Contribution of change in determinant to change in ratio to GDP.

B

Of winich: 0,59 due to price changes and -0.0Y to

** real naput ' changes

as a proportion of total education expenditure and to rise in higher educa-
tion. This pattern could be expected. The rapid increase in the number of
school age children during the 1960s began to taper off in the second haif
of the decade. thus requiring less expansion of physical facilities. In con-
trast. the expansion of higher education accelerated towards the end of the
period. reflecting the general rise in enrolment ratios. There are, under-
standably, considerable lags in the impact of increased number of students,.
pressures rising for expansion only some time after student numbers rise
and the amount of facilities becomes clearly inadequate.

29
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A summary Picture of the discussion f this chapter is pAr‘esented in
Table 11 which assembles only figures fco JECD averages. Neither all
expenditure flows nor all countries are ¢ ired, but a broad impression

of very aggregate trends can be ‘gleare.. The main points can be
summarised as follows:

i)

i)

iv)

Primary and secondary education .cpresents the bulk of education
expenditure in the area, largely on account of the number of
pupils it covers; higher education is imparted to a much smaller
proportion of the area's population (léss than 1§ per cent), but

"costs per student are perceptibly higher;

Through time, the largest increase, in percentage terms, has come
from higher education whose share in total expenditure has risen
from less than 15 to some 20 per cent of the total;

Costs per student, relative to GDP per capita, have risen
moderately in primary and secondary education and fallen in
higher education; "real’ inputs, however, have either remained
stable or fallen sharply;

Very broadly, of the | per cent increase in the share of GDP of
education expenditure here subdivided, 10 per cent is due to rising
capital inputs. The remainder can be entirely attributed to two
factors whose weights are roughly equal — the increase in student
numbers (especially at the higher level), and the rise in the relative
ptice of education.
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Chapter 2

EXPENDITURE AND ACHIEVEMENTS

Thci_'previous chapter described the growth of the educatioh system

. during thc‘ A960s and early 1970s in very broad and general terms. How- .

ever, the analysis was in many ways ‘* mechanical >’ for it neither explained

‘the underlying reasons for this expansion nor assessed whether increasing

inputs had been reflected in higher “outputs’. In theory, any survey of
past efforts should try to see to what extent higher expenditures produced
measurable results and/or fulfilled the objectives which had been set. In
practice, however, this is not possible because neither results nor objectives
can be defined at all clearly. The following discussion will review these.
two issues in turn -but will be unable to come to"any very definite con-
clusions. S

THE *“OUTPUT” OF EDUCATION

_ Measuring the “output” of a service such. as education is, for well-
known reasons, a- practically imposgiblc task. According to national
accounting conventions,” the value of public sector output is measured by

" . the value of inputs. This, however, has always teen considered a second-

best result, ror without a better indication of the value of the different
services provided by the government, it has been difficult for decision
makers to know whether the mix.and the overall quantity of such services
were in line with society’s demands. An alternative approach has em-
phasized the valuation the market puts on the earnings of graduates of the
educational system. This approach has given rise to a.whole body of
literature which has stressed the private benefits obtainable from study, the

" creation of *“hunan capital”, the relationship between education and

economic growth, etc. But, whatever one’s view on the value of such
theoretical frameworks, it would seein that any measurement of the * out-
put” of education should go beyond assessing the purely monetary
“reward” which even a perfectly competitive market might ascribe to cither
teachers or graduates.’ Ct :

I. The results pf education can also be assessed in terms of a number of
pedagogical criteria, but it would seem that such an approach goes well beyond the
scope of this paper. :

3
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Rather than starting, therefore, with the saiaries of teachers (broadly
the main compornent of the input method), or with the salaries of graduates
. (the basis of the human capital approach), a more satisfactory alternative
would be to try and assess tne effects of educational spending in terms of
some ‘“educational attainment indicators’ which would “show whether
increasing expenditures have had an impact on individuals’ educational
standards. Though work at the OECD and in other international organisa-
tions is proceeding on the whole field of social indicators, no fully fledged.
list can as yet be considered operational and only a few proxies can be
suggested here. One possible measure could be the increase in the number
of graduates. Naturally, such a criterion is not devoid of difficulties and
ambiguities. It is clear that, if inadequate account is taken of other inputs
into the educational system (e.g. changes in teaching methods, new curricula,
more or better physical facilities), increasing enrolment ratios could well be
meaningless or even indicate a deterioration in educational standards. Never-
theless, in the light of the preceding chapter’s discussion, it would seem
that, broadly, over the last decade, quantitative progress of this nature was
achieved. Enrolment ratios have risen dramatically in all countries and the
- average length and level of schooling has gradually increased. In addition,
there has been ‘some absolute (though not relative) rise in ‘‘real inputs”
per student. These ircreased expenditures may have reflected improved
academic standards of the teaching staff and better physical ‘facilities.
Coupled with new curricula and teaching methods, such changes are likely
to have improved the Guality of education, at least at the primary and
sccondary levels (which cover 90 per cent of the student population).

Trying to account for qualitative rather than solely quantitative
improvements in education poses greater difficulties. A possible indicator of
the effects of cducationa} expenditure over this period could be movements
in illiteracy rates. As shown in Table 12, however, in most countries of the
area literacy for the great bulk of the population had already been achieved
by the 1950s if not earlier. A further measure which could in theory im-
prove on the purely quantitative achievement of higher enrolment ratios
would be an indicator of the type of qualification and degrees obtained by
students. But quite apart from the difficulties involved*in the collection of
such data, continuous changes in curricula and the very different standards
enforced -across countries would throw doubteon. both inter-temporal and

inter-country comparisons. D

It is clear. in any case, that these indicap&&f"a’gﬁfbﬁ't intermediate and
imperfect measures of the achievements of c_;!lumtion. A more appropriate
assessment would try to evaluate the effects of educational spending in
terms of the aims which governments have set themselves. One such aim.
must, of .course, have been an increasing supply of better quality education
open to as large a number of students as possible. In the light of the
preceding discussion it could be argued that the rise in educational expen-
diture has corresponded to this particular form cf government concern. ‘But
it is unlikely that this was the only, or even the main, objective of public
policies in thé education field. A variety of other goals has frequently bcen
put forward whenever the issue has been debated. They will be briefly
reviewed in the followi:.,; paragraphs.

32
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Table 12. ILLITERACY IN SELECTED OECD COUNTRIES
Percentage of popuiation aged 10 and over?

In the vicinity of:

1910 1930 1950 1970
Belgium? ... 13.4 7.8 59
Canada  ..........ccoiviieinnnnns (6.4) 4.3 .
France 119 5.3 33 .
Greece3 59.7 40.9 259 15.6
Italy 37.2 21.6 14.12 .
POrtugal ..oooooeeieriiciiininnn 68.9 60.2 (47.0) -
SPAIN .\t 52.0 319 (17.3) (8.8)
United States  ...........o. ooee. 7.7 4.3 3.2 1.0

r

I. Unless otherwise stated.

1. Percentage of population aged |5 and over. .

3. Percentage of population aged 8 and over until 1930, aged 15 and over since then.

Sources: UNESCO. Progress of Literacy in Various Countries, 1953 and Statistical Yearbook 1963, varicus
national statistical yearbooks. ’

- THE GOALS OF EDUCATION

_A distinction should be drawn at the outset between the social and the
private goals of education. The latter are fairly easy to recognise and
reflect individuals’ desires to improve their knowledge and incomes. To a
large extent the growth in the size of the public sector must have been

“induced by such private motivations. Yet, the decision of the State to

supplement or replace by a public service what the market would have
supplied in terms of education, has clearly gone beyond the simple response
to a private need. It has presumably reflected the idea that countries could
reap further *external benefits from widespread education. Thus, it can
be argued that when an individual obtains education, this not only increases
his carning power but also confers an external benefit on society on the
assumption that the country’s cultural levels will be higher, or even that
the social order will be,maintained. Moreover, government control over
education also ensures; some common standards in teathing and makes it
easier tc ensure equality of opportunity. It .is the presence of such
“ externalities” which is presumably the main justification for government
to supply more .educational services than the private sector would demand
if it were charged the full cost on an individual basis.

However, a definition of such ‘‘external” goals is not very easy in
practice since private and social objectives are frequently intermingled. In
addition, any survey of the goals of education for as wide a sample of
countries as here considered cannot hope to be either precise or all-
embracing and will, by necessity, have to remain somewhat superficial, )Each
country has had particular reasons for increasing expenditure in certain

0 -
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>

~areas anda full analysis would require a close study of the historical.and

political context in which these decisions were made. This is not possible
in 2 document of this nature. It may, moreoever, not be very rewarding
because few countries have clearly defined what their objectives have been.!
Nonetheless, in retrospect, it would appear that the debate over education
during the 1960s in .many OECD countries had some S|m|lar|t|es It is
possible to distinguish a certaia number of ‘ goal areas” which, to a

: _greatcr or lesser extent, motivated governments to expand education. But

it is necessary to emphasize that considerations of this kind are not inter-
nationally comparable. There is no objective way of assessing the goals of
the education system in one country, let alone in all the countries covered
in this report. Three objectives will be discussed below which appear to be
broadly representative of those that governments have taken into account
when making decisions in this area in the past:

/) Transmission of cultural values;
iiy More rapid economic growth;
iii) Economic and social equality.

) r
3

i)  Transmission of Cultural Values

"To a large extent the transmission of information and cultural values
can be considered a privaic benefit. In this context, education provides
possibilities for personal development and broadened interests by giving
individuals access to the accumulated knowledgc and cultural heritage of
their societies. In addition, for some people, education is felt to be a

"rewarding experience or, at least, more enjoyable than working. While these

are certainly private beneﬁts there are also important social considerations.
Indeed, perhaps one of the original aims of mass education was to ensSure
that all members of society could partlclpate as citizens in a complex social
environment. Moreover, education can improve the cohesion of society

by imparting a common language and culture and establishing patterns of

behaviour consistent with democratic standards. In some countries it has
been felt that education could also contribute to maintaining a certain
pluralism in society, by allowing choices between various types of schools

" (in function -of, for instance religious, institutional or regional differences).

Finally, considerations of national prestige may sometimes also play a role.

i) More Rapid Economic Grow:h and Improved Resource Allocation

Rapld growth hasybeen one of the more general aims of practically
all Member countries over the last decade and it could well be argued
that increasing education was one means sed to further this objective.

i. For example. cquality of cducauonal opportunity has been suggested as one
goal of tk: education system. This can be mterpretcd in various ways stretching from
cquality in terms of entrance to equality in terms of achlcvement These approaches

inply very different educational policies.

34



Q

ERIC

Aruitoxt provided by Eic:

Expenditure and achievements N

. In this field, too, private and social returns would seerm to be intertwined.
- .Higher ‘levels of education permit an individual to undertake tasks requiring

greater quahfeauons and knowledge and this is reflected in higher lifetime

- .earnings — largely a private ‘benefit. At an aggregate level, any resulting

increase in productivity leads to higher rates of economic-growth which may
have beneficial effects on society at large. In fact, in many countries, the

. rupid expansion of the public sector in education in the 1960s would seem
‘to have reflected a belief that there had been a great underinvestment in

the stock of skills in the economy. This was thought to result, in part,

. from imperfections in capital markets and from uncertainty, which made

students unable or unwilling tc finance their education, and in part from
the general lack of student places. Thus, additional public support for
education was warranted “to—offset” these effects and ensure an increased
supply of skilled manpower. :

" A further objective of government svpport for education was based
on the belief that the long lags involved in the education process made it
unlikely that the correct mix of skills would be available to the economy
at any one time. This led to efforts in manpower planning and, in .some -
countries, to an emphasis upon expansion of higher education.in certain
areas such as science. An additional objective in"the same context has been
the. encouragement of research and development. Because of the uncertainty
and lowZmarket value of basic research and knowledge it was generally
felt that the latter would not reach the socially optimum . level in the
ce. of government support. This support was directed towards ‘higher
jon-institutions, partly because universities and technological institutes
play ’leadmg role in basic research and partly because these activities are

- often a .necessary element in mamtammg high mtellectual standards and

up-to-date information in teachmg

'

iiiy Economic Equality and Social Mobility

Education is believed to affect economic and social equality in two =~

main Wways. Firstly, by increasing the amount of *educated” manpower
relative to ** non-educated ” manpower; it should bring about a narrowing

"of ‘wage differentials between these two groups.' Secondly, it can lead to

greater social mobility by increasing the *‘life. chances™ of those in lower
socic-economic - classes. Indeed, this latter consideration was probably an -
important factor in the expansion of educational expenditure over the last
decade. It was felt that higher levels o(f education would improve the
probability that the intelligent child from a lower.income group would
make best .use of his or her ability. Such views were founded :ot only
upon the more general ethical consideraiions regarding the need for equal
participation in education, but also upon the .belief that many children
were prevented by structural and -socio-economic factors from making their
full potential contribution to society. - ~

1. Similarly, by cxpanding teaching in particular bottlencck sectors it could lessen

the monopoly power of holders of very specific skills.
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RESULTS

A desire to reach these goals, amongst others, has wundoubtedly been a

‘motivating force for increasing public expenditures in education at different

levels at one time or another. But, whether such expenditures have been
successful in reaching these objectives — or even making progress towards
them — would seem to be an almost impossible question o answer. For
instance, it is unknown to what extent the rise in the rolc of the public
sector was accompanied by, increasing “ external " benefits which the private
sector, if left to its own devices, would have been unable to provide. Nor
is there any objective way of assessing to what cxtent was progress made
in achieving the three objectives mentioned earlier. Thus, taking the aim
of increasing the cultural standards of the population, it can be presumed
that more and better education should have made life in our societies
“richer”, but it is impossible to go beyond such very broad judgements
(which could in any case be confronted by similarly sweeping statements).

A rather serious criticism, in viéw of the great emphasis placed on
output growth during the past decade, has been the challenge to the idea
that education influences economic developments. For a long time, it had
been felt that differences in educational systems and efforts could be one
important variable explaining differences in output growth rates. The best-
known example of an attempt at quantifying this theory was E. Denison’s
work;' which showed, for a number of OECD countries, the ** contribution”
to growth made by education over the 1950-1962 period. The assumptions
used in that approach are debatable, but the recent reappraisal of the whole
issue has goue beyond such criticism. It has been argued that w..ile people
with more education ecarn higher incomes and earnings, these do not
necessarily reflect a higher productivity level obtained from their training
and that the education system with its “* credentials” merely acts as a
“filter*’ for selecting those who have the best aptitudes for work.? Skills
then are earned by ‘‘on the job’ training. As the number of graduates
with credentials increases, firms upgrade their job requirements, demanding
higher qualifications than are necessary. But the debate is not closed and
the importance of the °‘credentials’ argument has been challenged on
theoretical and empirical grounds. For example, it has been argued that
it could not be a significant long-term influence in competitive labour
markets, such as those found in North America. In addition, studies of
situations in which screening could not be relevant such as for self-employed
farmers and non-market behaviour indicate that education has increased
efficiency.? :

.
\

1. E. Denison, Why Growth Rates Differ, Washington 1967. :
2. See L. Berg, Education and Jobs: The Great Training Robbery, New York 1970,
and K.J. Arrow, *“Higher Education as a Filter™, Journal of Public Economics, July
1973. : ’
3. F. Thomas Juster (ed.), Education, Income and Human Behavior, McGraw-Hill,
1974: B. Chiswick, “ Schooling, Screening and Income ", in L. Solmon and P. Taubman
(eds ), Does College Matter?, New York 1973. )
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Efforts to influence the mix of-skills-to bring them in line with the

 demands. of the economy have not proved particularly successful -either.

Forecasts of the future mix of skills have been open to wide margins of

~error. At the same time, the high’substitutability of labour = evenhighly ' '

trained labour — has meant that the. economy has been able to adjust

fairly rapidly ‘to apparent short-run disequilibria ‘in the supply of and
denfand for specific categories of workers, particularly by means of *on
the job” training. It has-also been suggested that there has been some

"tendency towards oversupply of educated manpower in the recent past in
. some countries. While the ‘labour market has been able to absorb the

increased supply, albeit with a slightly greater lag, individual returns to
education may have declined.

It is likely that'such more recent arguments have. perhaps exaggerated

" the absence of (or even the perverse relations between) growth and educa-

tion, just as the earlier attempts at providing quantified estimates may have
resulted in simplistic conclusions. It would seem beyond doubt that, over
time, education has contributed to economic growth and must have been
one of the main reasons for the present gap between living standards in“the
developed and in the deveioping world. But its effects on growth probably. -
seep through only slowly, take time to materialise and, in more recent
years, mdy have been translated as much in increasing * welfare” (in the
form of access to culture) as in increasing measured output. Thus, though
education has ceftainly enhanced economic growth, it is difficult to use -
this general knowledge for the framing of policy guidelines, particularly
concerning the allocation of expenditure between various levels and types
of education. :

On the question of the influence-on social equality — an area of intense
and unresolved debate — it appears, on the scanty evidence available, that
achievement has fallen short of expectations and that the education systems
have not had a great impact in raising the chances of upward mobility of

_children in the lower income groups, let alone in trying to achieve some
~form of equality of result or attainment. Very limited data on participation

rates by socio-economic classes indicate that large differences in participation '
at the secondary and higher levels of education continue to exist in nearly
all countries. Some narrowing in the dispersion over time can be observed, .
particularly at the secondary schoal level for those countries where enrol-
ment rates are nearing maximum levels (e.g. the United States or France).

_ For higher education more data ars available. It appears, on the whole,

that the benefits of expenditures have gone more to the middle classes
than to less privileged social graups. It is also true that inequality of access
has been reduced in a large number of countries, especially in recent years,
but the differences in participation rates remain striking

In retrospect such developments are perhaps not surprising. It would

seem fairly natural that the first impact of a large effort in higher education

1. “ce OECD. Educational Growth, Education and Distribution of Income and
Group -Disparities in Educational Participation and Achievement, Conference on Policies:
for__Educational Growth. 1971.
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should benefit those social classes best prepared to make use of the ex-
panded services. Effects on lower groups can only but come through with
time lags.- Moreover, social mobility may well be a matter of inter-
generational movements and can hardly be expected to increase dramatically
after an educational effort which has lasted for less than twenty years.
Also, the achievements of students would appear to be dominated in large
part by factors outside the education sector, which is itself determined by
the values of the society within which it operates, thus limiting its effect as
a social leveller. Finally, education is only one instrument in a wide range
of possible government policies already in use which can influence equality
m its different dimensions.

Effects may have been forthcoming on wage differentials between the
more and the less educated. 5ome narrowing in such differentials has been
apparent over tlhe longer-run, and is confirmed by cross-section data on -
earnings disparities between manual and white collar workers in under-
developed and highly developed economies. Scattered (but hardly conclusive)
evidence suggests ,that this movement may have been accelerating in the
last decade given the much larger number of university graduates who have
entered the labour market.' Hence at this level, some movement towards
greater equality may have taken place. This is not to say, however, that
household' income distribution has necessarily improved nor that. within -
the very broad categories here considered, differentials have necessarily
become smaller.

The foregoing dlscusswn has not been very conclusne But some mea-"
sures of agreement can perhaps be expressed on the following few points.
Firstly, precise (or even imprecise) statements on goals and objectives (let
alone on procedures for evaluating the efficiency of education in meeting
such goals) are practically non-existent. Secondly, of the few objectives and
indicators selected for treatment in this chapter, it would seem that: -

i) Increased ‘educational expenditure had measurable results in ex-
tending its coverage of the population of student age and may also
have achieved higher education standards; g

iy The effects of education on measured economic growth over this

short period can hardly be verified; it can be presumed, however,

that their effects on longer-run growth and on welfare are positive);

-fii) Little evident progress was made on the issue of social moblhty,

insofar as access to higher education has largely remained the
prerogative of particular classes;

iv) Some measure of economic equality may have been achleved thanks.

to the very rapid and perhaps not fully digested increase in the
number of university graduates. )

It is clear that no startling conclusion can be reached on the basis of
this limited list of ‘*‘results”. It can perhaps be suggested that increased

1. However, developments in this field are also influenced by many other factors,
such as government action, trade union pressures etc.
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educatiopal expendituré may have been more effective in enhancing purely

-private Benefits than in achieving some of 'the more social goals, and

notably equality! But no definitive judgement can be expressed on whether

.the expansion of education ‘was worthwhile or not. For one thing, the

period here considered is” far too short for it to be possible to properly’
assess education’s impact on both growth and social justice. For another,
such verdicts can only come through the political decision-making process. It
is each country individually which must be left to evaluate the successes and
failures of its public programme in this arza.

1. It may be interesting to compare some of thase conclusions with those reached
in the study on income maintenance expenditures (op. cir., Ch. 3). In both cases it
would seem that broadly defined * democratic™ objectives were more important over

the past decade than * egalitcrian™ aims. In other words, the provision of a particular
‘service or benefit has been extended to as large as possible a segment of the population .

but little effort has been made to actively redistribute the provision of this service or

_ benefit in favour of the less tortunate members of socu:ty

N\
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Chapter 3 )

~

A FORWARD LOOK

’

.

The review of the growth. of past expenditures and of its underlying
- determinants leads to the question of trends during the coming decade. It
is difficult to establish a rigoraus framework for projections in this field.
The most satisfying approach would be to use a set of demand and supply
relationships derived from past experience upon which. estimates of expen-
diture in the future could be based. But economics is unable\to ; oduce
.analytical methods which can deal ina quantitative way with the problems
particular to public decision making.. A more realistic approach is to study
government forecasts -ffor future- spending on education. Unfortunately,
very few .Member countries have constructed medium term plans containing
education expenditure forecasts and, where such projections were made,
they have often been subject to change in the face of political and economic .

requjrernents, . .

. Nevertheless, in the absence of such information, it is still possible to
look at some of the determinants of the growth of educational expenditures
described earlier in order to-asséss their future importance and their likely
‘impact on government spending. One way of doing this would be by extra-
‘polating past trends or income elasticities. Such an approach, however, is
“very mechunical and will only be used for illustrative purposes.- It was felt
morc appropriate to follow a somewhat differem methodology which, first,
isolates those demographic (and price) inflyences which would appear to be
beyornd the control of governments and then assesses the order of .magnitude
of certain policy changes that might increase, ¢ - siow downpthe growth of
[\iublic expenditure in this area! The aim is not to present an-accurate
projection .of expenditure in the countries studied. Quite clearly this would
be impossible, both because the data are inadequate and because in many
countries education systems and policies are in constant evolution. What
the ‘following paragraphs will provide is a set of hypothetical scenarios for
1985, based on a number of feasible alternative assumptions. But it should
be stressed that theie hypotheses need bear no relation to official thinking

I. This approa:h is very close to the one already developed in OECD, public
Expenditure on Income Maintenance Prograrames, 1976. .
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‘>n this matter. Thus, whenever possible, the theoretical results will be
qualified by what scanty information is available on countries’ own fore-
castsand stated iritentions.

The present chapter will deal only with the * fcrmal ™ education system.
New demands on education budgets stemming, for insiance, from the
introduction or expansion of programmes like pre-primary or recurrent
education will be considered in the following chapter. The projections deal
explicitly only with public expendituré. In_ those couniries in which the
urivate sector looins large, it is implicitly assumed that the shares of
private and public education recorded in the early 1970s will not change.
This simplifying assumption may lead to some under-estimation of govern-

. ment spending if, for instance, couptries were (o enlarge -the size of the

public sector. Thus, in the United States, it is expected that the relative
importance of private universities may decline somewhat in the future' and
Finland has announced its intention to gradually absorb its heavily sub-
sidised private sector at the secondary level into the state system. On the
other hand, the proportion of students attending private institutions rose '
in Japan through the 1960s. A continuation of such trends would diminish
the future claims on the public sector. .

THE ASSUMPTIONS

The approach follows the framework already applied in Chapter 1. 1n
olher words, it does not project absolute levels of expenditure but GDP
shares. This avoids the need for a forecast of 1985 total outpul in current
prices — a forecast which, in present circumstances, would be particularly
difficult. However, it is implicitly assumed that future growth rates will
not be fundamentally different from those recorded in the past. Should
this not be the case, it could be that prioritics in resource allocation might
charge and that previous relationships between, for instance, output per
capita and costs per student may not hold any longer. Threz arbitrary
assumptions were used as a basis for the projections. Needless to say,

_they represent only a small portion of the possible hypotheses that could

be chosen. The asstmptions project changes in the three ‘componenhrétios
of the share in GDP of cducational expeaditure. A distinction is, how-
ever, drawn between factors which could be considered outside the control
of governments (which affect the demographic ratio) and those which can 'be
influenced by government policies (which lead to changes in the enrolment
and cost ratios). The three assumptions are: ; /
Assumption A~ Expenditurcs as a percentage of GDP are pré/jeclcd
on the basis that they would only be affected by demographic, trends,
with real inputs per student rising at the same rategas GDP per- capita;

!

1. chiarlmcnt of Health. Fducation and Welfare. Projections uj' Educational
Statistics 1o 1732-83, Washington 1974, R
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Assumption B: Expenditures are projected on the casis that enrolment
[atios .would change in addition to the changes under Assumption A

Assumption C: Expenditures are projected on the basis that there
would be also some convergence between countrics téwards ** best
practice” levels in costs per student in relation ‘o CD? per head.

The combination of these three assumptic. - (spelt out in greater detail
below), provides a sct of results ranging, in “ real’’ terms, from the lewst
to the most ambitious. To assess the 1985 weight of the public education
sector in total expenditure, a current price projection is also required and,
‘therefort, an ‘estimate of the education price deflator relative to that of
total output. Given the wide disparities recorded over the past in countries’
relative public consumption or education deflators, an independent forecast
was not attempted. Hence, the projections to 1985 will assume that past
trends in the relative deflator will continue.' In many ways, therefore, this
assumption is of a similar nature to that on demographic trends. It implies
a change in the financial burden which is ** non-discretionary ™, i.e. beyond
governmert control. These various assumptions are cpen to discussion,
but they did not appear unreasonable within a context in which only
rough orders of magnitude are given.

i) Assumption A

The first variant shows the effects of demographic changes on the share
of education expenditure in GDP, assuming no charges in either enrolment
or cost ratios.z It should be noted that, under this assumption, real costs
per student are not held constant at an absolute but at a relative level.
Relative constancy implies thzt, over the range of per capita incomes here
considered, governments will tend to expand the amount of resources in
proportnun {0 the rise in the geaeral level of incorae in society, rather than
reaching some absolute level of teaching quality after which no expansion
in real resources would seem aecessary. This view does not appear un-
reasonable given the experience over the recent past. To be sure, the
growth in real inputs per student at higher levels of education has been
slower than that of the economy as a whole. But this could have been
expected in the light of the extraordinary growth in student numbers. A
better example is probably given by compulsory education where enrolment
ratios were close to 100 per cent over the whole period and the rise in
student numbcrs smaller. At this level of education where, in some sense,
a certain “‘standard ” had already been reached in the early 1960s with
full enrolment, real costs per student contmued to rise, roughly in line with
GDP per capita.

. This assumption was also used in OECD, Expenditure Trends in OECD Coun-
tries, 1960-1980. 1972,

2. Population data were taken wherever possible from latest national prOJccuons
In a few cases use had to be made of the, possibly outdated, figures contained in
QECD. Demographic Trends 1976-1985 in OECD Member Couniries, 1974,
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The results of the projection under assumption A are given in Tables
13 and 4 for lower and higher education levels respectively. In real terms,
they indicate that the effect of demographic changes on the share of expen-

ditures in

DP is, on average, negative. The impact is marked at the .
" primary and secondary level where the effects of a slower forecast growth

in population in many countries will be first felt. Thers is, of course, some
variation ‘between countries, particularly at the lower levels of education.

Thus the North American countries and Finland could reduce their ex-

penditures by roughly 1 per cent of GDP against the negligible savings
shown for ltaly, Japan, Norway or Sweden. For higher education, the
dispersion is smaller and goes from a 0.2 per cent reduction in the GDP
share of expenditure in the United States to a i .per cent rise in Germany.

Table 13. PROJECTION OF EXPEMDITURF,
DN PRIMARY AND SECONDARY EDUCATION

Percentage sharec of ** trerd”’ GDP

Australia ......... ....... e
Austria ... e
Belgium ...
Canada oo
Finlend ........ocoovviniiiienenns
France .......ooovv vorieneiinenns
Germany  ....cooooiiieiiiinennn
Italy ...
Japan ...
Netherlands ............. AT
NOrway ....ooovvviiiiniiiinns
Sweden .o s

- Switzerland ...

United Kingdom ..............
United States  ...ooovveeenenenns

Dispersion? ...
Average? ...

Hypothetical changes

Actual
carly to 1985 under :
1970s?
Variant A Variant 8 | Variant C
2.62 0.20 0.42 1.40
3.27 -0.31 -0.20 0.46
4.20 =0.68 -0.66 -047
5.03 -1.39 =1.21 -0.57
4.81 -1.01 -1.01 -0.69
2.69 -0.10 -0.06 0.87
2.17 ~0.40 -0.28 0.06 -
3.00 -0.06 © 081 1.31
222 0.05 0.05 0.98
3.84 -0.53 -3.04 - 0.49
3.85 0.05 - 0.14 0.49
4.2 -0.03 0.08 0.08
2.69 -0.36 0.15 0".84'-
2.86 =0.19 0.08 0.90
3.69 -0.85 ~0.85 -0.13
0.87 0.44 0.55 0.64
3.314 -0.42 -0.23 0.40

For exact years, see Table 4.
Measured by siandard deviation,
Arithmetic mean

Geometric nean.

P )

ity Assumption B

Assumption B adds the effects of higher e1rolment ratios to the chan-
ges in expenditure resulting from demographic developments. The choice

A\
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of future enrolment ratios was necessarily arbitrary given the wide variation

. in educational structures especially at the upper secondary and higher levels.
An enrolment ratio of 97.5 per cent was chosen for primary and secondary
education combined (as against the present 90 to 95 per cent ratios)! Given
an average 'schooling period of 12 years of which 10 are compulsory (and -
for which near 100 per cent enrolment ratios can be expected), this implies
an ayerage efirolment ratio ‘of 85 pex cent in the last two years.?

Projcctibns for higher education were complicated by the wide inter-
country variation in the length of studies and the range of age of university
students. For example, whereas in the United Kingdom and Japan higher
education normally lasts about three vears and mainly concerns people in
the I8 to 21 year age group, the length of studies in the United States can
be much greater and cover a significant proportion of people in the age
‘group 18 to 24. Beyond these structural features there have also been
substantial past differences in the rates of growth of enrolment and enrol-
ment ratios. Over the last decade enrolment ratios grew by 5 to 7 per cent
per annum in countries like Austria and Finland, but by as much as 11
per cent in Belgium, Canada or France. )

Trends over the 1960s were clearly influenced by the strong belief in the
relation between levels of higher education and income growth, both
aggregate. and personal. This led to increased drmand on the part of the
general public and greater supply of student places as, other needs being
satisfied, governments felt able to devote more resources to this area.
However, in recent years, there has been a marked slowdown in the growth
of cntrants into higher education in a number of countries. To some extent,
such a development could be associated with the siz¢ in the total supply
of graduates and with the individual returng they were getting. Hence, it
could be expected that those countries with ‘more extensive post-secondary -

.. education systems should, in theory at least, rccord the most marked
decelerations in the growth of student numbers. But this is not borne out
by the data and the situation seems to be more complex. Simple regressinns
relating the growth in enrolment ratios over the last decade to the initial
level of enrolments, the growth in GDP and demographic development: ver

"the period have little explanatory power. Disparities in enrolment ratios
may - ust as much a function of the wide differences between countries '
in the socio-cultural role of education and in the extent to which the edu-
catior. system is viewed as a system of social advancement, a vehicle for
research, and a means for individual development. All these elements
probably underline the recent decline in enrolments in higher education
experienced both in Sweden and the United Kingdom, where enrolment
ratios were approximately 15 to 25 per cent, and inthe United States and
Canada where enrolment ratios vary between 35 and 45 per cent. g

\

\

1. No change from present levels wus assumed for Japan and the United States
* where enrolment ratios are alreauy above 97.5 per cent.
2. This may, however, tend to overstate enrolment ratios in those countries which
place greater reliance on industrial apprenticeship schemes.
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Hence ' mechanical™ projections of enrolment _ratios may not be
appropriate. The more sophisticated methods of forecasting used in several
individual countries have also had great difficulties in estimating enrolments
even a few years ahead. As an alternative, all enrolment ratios were raised -
by an arbitrary figure of 20 per cent, with a ceiling of 35 per cent.! Clearly
this approach is a simplification entailing possible errors for individual
countries who may wish to modify the results in the light of their own
more recent forecasts and expectations. The scanty information available
for a number of countries suggests that, in most cases, the growth rates of
enrolments projected over the' 1970-1980 (or sometimes 1975-1985) time
span are higher than the 20 per cent increase assumed here. But, not
infrequently, such forecasts are somewhat out of date and have failed to
take into account the more recent slowdown in the number of new entrants
into higher education.

The results of the projections for both levels of education show that,
in real terms, only a small increase in overall resources would be required
to increase enrolment ratios substantially (of the order-of I per cent of
GDP), and this.is more than offset by demographic developments. The
situation varies considerably from lower to higher education. This reflects,
of course; differences in the assumptions employed as well as the different
rates of growth of the relevant population groups already built into
Assumption A. For the lover levels of education, Assumption B implies a
small decline .in expenditure (though some increase with respect to
Assumption A). Only Italy wouid have to devote some 2 of a per cent more
of GDP to bring up enrolment ratios. A very small increase is implicit
for higher education. The situation varies widely between countries depend-
ing upon initial starting positions. At the lower end of the spectrum, is
the United States, where the existing high enrolment ‘ratios imply no
expansion. In contrast, in Britain and Germany, relatively high costs per
student and a sharp rise in student numbers lead to increases of 40 and
50 per cent respectively. In the Netherlands. where costs per student are
also relatively high, the projections indicate a more moderate increase re-
flecting the slower growth of the populatien of university age.

iiiy Assumption C

The hypothesis built into variant C was that of some convergence
between countries in the costs per student relative to GDP per capita. In
other words, it is assumed that, in those countries in which unit costs have
reached relatively high levels, the growth in real resources per student would
moderate. But for those at somewhat lower levels, there may be some
international * demonstration effect 7 which would lead governments to
expand inputs at more rapid rates than in the past. The growing inter-

{. No change was made for North America ‘which in the carly 1970s was already
above 35 per cent.
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. national integration ‘amongst all Member countries, attempts to co-ordinate
curriculums and teaching methods, international exchanges of experience
¢tc., are all forcés which may lead in this direction! The slower growth of

.-.Studenls expected in the future could free resources which had formerly-
been fully tied up in just keeping abreast of the rapid expansnod‘"m student
numbers. - Thus,” under Assumption C, the projections are adjusted by
changing the cost per student in relation to GDP per head under the
hypothesis that, by 1985, the difference between individual countrics and
“best practice” levels would be -reduced by half. ‘‘ Best practice” levels
were defined arbitrarily as those levels reached in the two or three coun-
tries with the highest *cost ratios”. For primary and sccondary education -
the target cost ratio was put at 0. 250 of GDP per capiza (or roughly the
average level ralready reached by the three Scandinavian countries). For
higher education * best practice” was put at the same level as GDR per
capita (i.e. a “cost ratio” of unity) roughly in line with what had bden
achieved i the early 1970s in Germany, Switzerland and the” United -
Kingdom. . : . '

Overall, such a projection implies an ir<1'crease of .not quite | per cent
of GDP (of which % per cent for the lower levels of education and 0.3 per
cent for higher education). At the primary and secondary level, increases
are substdantial in Au§tralia, Italy, Japan and France. In contrast, North
America, Belgium and Finland could still record dedlines in expenditure
since not even’ the assumptions implied in Variant C are sufficient to offset
the impact of demographic changes. At the higher level, further increases in
expenditure appear for all countries (except for Japan where, however, no
change has been assumed in the respzactive weights of the public and private
sectors). The projected overall increase to 1985 is similar to the cne already
recorded between 1963 and the early 1970s with, however, this time the
greatest ¢ontributions coming not from enrolment changes but from real
input increases. The plausibility of this assumption is, of course, open to
great doubt. On the one hand, it could be argued that an increase in
*“cost ratios’ may occur in reaction to the sharp fall which took place in
the preceding decade and which may have led to an unacceptable deteriora-
tion.in stardards. Indeed, the average ‘‘cost ratio” for the sample of
countries here covered would, under Assumption C, lie in 1985 at 85 per
cent of GDP per capita, not far from the 1963 67 per cent level. On the
‘other hand, however, the overall projections may appear high, notably in
the light of recent trcnds in enrolment in higher education.

1. As was said in a previous QECD document devoted to trends in expenditure on
cducation: “ The authorities responsible for educational policy, as well as public opinion,
.are taking ‘a growing interest in international compdrisons between educational systems,
especially as regards the percentage of national resources (or public expenditure) devoted
to education. This attitude reflects a spreading anxiety to define national policies for
educational expansion in relation to the enrolment levels attained 1n the other countries
and the educational reforms and developments which are. carried out in them™.
(Conference on Policies for Eaucationnl Growth, Background Study No. 2, STP.(7G)7,
p- 2). Admittedly, however, not much statistical cvidence ori convergence can be
mustered for the past decads.
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iv) Relative Prices

So far, projections have been made in “‘real” terms and no account
has been taken of the rise in relative prices, which could be considered
one of the elements underlying growth beyond the discretionary power of
governmerts. An extrapolation of past trends could add substantially to the
figures so far shown in Tables 13 and 14, though again results would differ
quite markedly in line with the developments in the 1960s already men-
tioned in Chapter 1.

Table 14. PROJECTION OF EXPENDITURE ON HIGHER EDUCATION
Perceninge shares of "' trend” GDP

Hypothetical changes
A A:;:;l to 1985 under:
1 .
1970s Variant A | Variant B Variant C
Australia ....ooeees v 0.54 -0.05 0.13 0.47
Austria 0.58 -0.03 - 0.08 0.32
Belgium 0.70 0.03 0.18 0.55
Canada 1.44 0.10 0.10 0.64
Finland 0.64 -0.19 -0.10 0.19
France 0.4 -0.03 0.06 0.79
GErmany  .....co.oeoeeieeiineennes 0.85 0.23 0.45 0.50
[aly oo 0.48 0.05 TR 0.57
JAPAR vt 0.34 -0.09, -0.04 -0.01
Netherlands  ...ooooeiiiiiennnn 1.43 -0.04 0.23 0.31
Norway 0.69 -0.05 0.08 0.42
Sweden ...oviiiie 1.13 -0.04 03 0.41
Switzerland ... 0.87 0.02 0.20 0.20
United Kingdom ................ 0.98 0.14 0.37 0.37
United States  .........oocoveees 1.46 -0.16 ! -0.16 0.34
Dispersion? ... 0.5 0.10 0.1§ 0.19
Average? 0.794 - 0.13 0.40

i. For exact years. see lable 4

2. Mensured by standard deviation.
1. Arithmetic mean.

4. Geometric mean

Thus, for France and Norway, which had relatively favourable price
trends in the past, fulure increases in money expenditures on this account
would be very small. The opposite would be the case for Austria, Canada,
Sweden and, especially, the Netherlands. But great care must be taken when
looking at such figures (which are shown in summary form in Table 15
below). The margins of error involved are very large, and there is no
assurance that past trends will continue. Indeed, the very large number of
graduates from higher levels of education, coupled with some deceleration
in the growth of demand, may well exerl downward pressures on teachers’
salaries over the coming decade.
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Table |5, PUBLIC EXPENDITURE ON EDUCATION IN 1985
Percentage skares of ** trend”” GDP

Actual early 1970s’ Effect Hypothetical changes to 1985
of ‘under variants:
IJtems in- relative- 1
cluded in Total price. ] -
. projection shifts 2 - A B ¢
Australia ............. 3.6 4.5 ' 1.29 - 0.15¢ 0.55 1.87
Austria  .............. 39 . 5.2 12.26 -0.34 -0.12 0.78
Belgium .............. 4.9 54 1.24 -0.65 -0.48 0.08
Canada. .............. 6.5 1.7 2.37 -1.29 -1.11. 0.07
+Finland .............. 5.5 6.3 1.37 ~1.20 ~1.11 -0.50
France ............... 3. 4.5 0.38 © =0.13 - 1,66
Germany  ............ 3.0 4.2 - 1.45 -0.17 0.17 - 0.56
Italy ........... 3.5 4.0 1.09 -0.01 0.96 - 1.88
Japan ...... . 2.6 3.6 1.56 - <0.04 . 0.01 097
Netherlands . 5.3 7.6 4.8 -0.57 0.19 0.80
Norway .............. 4.5 6.0 0.35 - 0.22 091
Swedet™™ .....ooveninen 5.4 7.1 2.09 -0.07 - 0.26 - 049
Switzerland ......... : 3.6 49 0.51 -0.34 035 | 1.04
United Kingdom .... 38 5.6 0.56 . =0.05 0.45 1.27
United States ...... 5.1 6.0 1.10 -1.01 -1.01 0.21
Dispersion?........... £ 1.2 0.98 " 0.45. 0.60 0.66.
Average* ............. 428 5.48 1.46 -0.38 -0.04 0.81

For exact years see Table 4. : o

This effect has been measured on the early 1970s base level (excluding items not covered in the projection).
It would be somewhat higher if it were applied to, for instance, total expenditure or to the 1985 outcome
under assumption C. ' ;

3. Measured by standard deviation.

Arithmetic mean

§. Geometric mean.

) -

&

1985 EXPENDITURES

The various assumptions so far discussed are summarised in Table 15.

As can be seen, no assumptions have been madc for elements in education -

- expenditure other than the current costs incurred in primary, secondary and t
higher education. The information available on such items was not sufficient
to -allow even hypqthetica: projections. But the existence of other expen-
ditures (which are roughly of thc-order of 1§ per cent of GDP and 25 per
_cent of total education budgets) must be borne in mind. It is quite possible
that capital expenditure, for instance, may increase in the future not only
to accommodate the rising number of students expected but also to make
" good some of the lags likely to have been accumulated over the past
decade. In terms of current expenditure, for the area as a whole, the
changes in real GDP shares shown vary from -} per cent under Assump-
tion A to an increase of nearly | per cent under Assumption C. Australia,
Italy and France are the three countries which could see expenditures rising
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by significantly more than that (not far from 2 per cent of GDP) -~ the
former two on account of low enrolment ratios, the latter because of well
below average unit costs per student. At the other end.of the spectrum are
North America and Sweden, the richest countries in the sampic, as. well as
Belgium and Finland, whose education budgets might rise only little rcl@
to GDP, or even fall (in the case of Finland). Pressure for increases. is

" likely to .be about equally shared between the primary and secondary levels

of education (which had been responsible for nearly two thirds of the ex-
pansion of the past decade), and the higher levei.

The final outcome could, however, be considerably hlgher if price

»qhanges are brought into the picture. If, indeed, the relation between' overall

price movements and the education (or public consumption) deflator re-
mains the same as in the past, expenditure could, on average, rise by
2% per cent of GDP. In a number of cases the other projected changes
look almost insignificant if compared to the likely impact of price develop-
ments. However, . there is some reason to believe that the relative salaries of
teachers will not increase in the coming decade at as fast a rate as in the
1960s. This suggests that the relative cost of education may not grow as
rapidly as in the recent past. ~

An alternative way of forecasting future public expenditure on educa-
tion would be to extrapolate past relations between such expendltures and
total output. This approach is clearly mechanistic but is presented, for
purely illustrative purposes, in Table 16. Use was made for this purpose
of the per capita, constant price, “income’ elasticities shown in Table 2
and of some very rough projections of GDP.' The results show that in real
terms expenditure as a share of GDP would rise on average by a quarter
of a per cent if past trends were to continue, rather than by } per ceat &s
implied in Table 15: The increase would be particularly marked in Canada
which has the highest share of GDP at present, while Japan, a country
with a low share, would record 2 iclatively sharp fall. Some other figures
may not look as implausibic but it wouid nonetheless secem that, overall,
the clasticity method <an give rather misleading results.

Clearly, national forecasts are a much better source ior narrowing the
range of possibilities shown in Table 15. Unfortunately, official medium-run
cducation expenditure plans are not available in a majority of cases. Some
idea of how realistic (or unrealistic) the arbitrary assumptions used so far
are can be obtained from the recent published official British and German
projections? as well as from some forecasts submitted to the OECD Secre-
tariat by the Belgian Planning Office. For the United Kingdom, the latest
White Paper on public expenditure proposes cuts after 1976/77 which will
cause an absolute decline in expenditure and could reduce cducation’s share
of GDP by three-quarters of a percentage point at constant prices; relative

1. rBoth population and GDP. growtir rates come from OECD. Expenditure Trends
in OECD Countries, 1960-1980. Uptil 1975, 1970-75 growth rates were applied; from
1975 to 19%5 usc was made of the 1973-19%0 period projections extrapolated for a
further 5 years.

h

2. See Bildungsgesamutplan. Bonn 1973, and Public Expenditure 10 1979-80. HMSO

1976.
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price movements would kzep the reduction in current prices to about half a
percentage point by 1979/80." The German plan extends to 1985 and fore-
sees that, in.the 15 years from [970, the share in GNP could rise by
perhaps } per cent in real terms and 2} per cent in current price terms
(from 4.3 in 1970 to 4.7 and 6.8 per cent respectively in 1985, under the
“'medium” assumption for GNP growth). y'inally, the Belgian figures
indicate rough constancy for the education share in GNP between 1970
and 1980 in real terms, but an increase of roughly 1 per cent in current
prices. In two of these three cases, at least, it does not appear that the
figures shown in Table 15 are unreasonable.

- -

Table 16. EXTRAPOLATION TO 1985 OF PUBLIC EXPENDITURE
ON EDUCATION

Perceniage shares in ** 1rend” GDP

Hypothetical
Actual early 19852
~ 1970s? (a\ constant
R prices) .

Australia ... ) 4.5 5.0
Austrid 5.2 5.3
Belgium ... 5.4 5.6
Canada ... 7.7 9.8
Finland ... 6.3 5.9
France ... 4.5 4.8
Germany 4.2 4.6
haly ... 4.0 4.3
Japan .. 3.6 2.7
Netherlands 7.6 7.8
Norway ... - 6.0 6.4.%
Sweden ... 7.1 8.1 .
Switzerland ... 4.9 2.4
United Kingdom 5.6 6.1
United States ............................. S . 6.0 6.4
Dispersion® ... 1.2 1.7
Avcrage4 5.4 - 5.6

I.  For exact years see lable 4. ,

2. Based on " income "’ elasticity of per capita education expenditure to per capita (;DP in constant prices
for the 196)-carly 1970 period. as shown in Table 2.

3. Measured by standard deviation.

4. Geometric mean.

A final consideration which is relevant in this context is the effect of
higher enrolment ratios on output growth. Assumpticn B implies that by
1985 the proporiion of the 15-22 years -age group outside the work force
will have grown from its present level. Cereris paribus this vithdrawal could

I. Compared to the hypotheticai projections presented here, the United Kingdom
expects a slower increase in participation rates in higher education, and some fall in
unit costs.
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lead to a rcduction in the size of the 1985 labour force of roughly 2 per
cent. The resulting shortfall in GDP will depend on the possibilities of
capital-labour substitution and on the average productivity levels of younger

- workers. Assuming, for simplicity’s sake, a 0.66 coefficient for labour, as

often found in standard Cobb-Douglas production functions, the 1985 level:
of output could be between | and 1} per cent lower than it would other-
wise have been. This overall average hides some significant differences,

-depending on initial year enrolment ratios. Thus North America's GDP

would remain roughly unchanged, but output in the Netherlands, Belgium
and ltaly could be reduced by margins varying between 12 and 2 per cent.
These ‘““costs”, in lerms of foregone output, should be considered in con-
_junclion with the *costs’, in lerms of increased expenditure, resulting
from more ambitious educational policies. It should be noted, however, that
such figures may overestimate the likely reduction in GDP since the in-
creased-levels of education obtained through higher enrolments and inputs
per student could enhance the rate of economic growth.

(W
[
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Chapter 4

ADDITIONAL EDUCATIONAL PROGRAMMES

The previous chapter has looked at the growth of the traditional
cducation system to [985. The following paragraphs will review some of
the demands which may be placed on governiments to increase expenditures
on students. who are outside what is normally considered as being the
school age. A number of ngw programmes or policies which will make the
education system more cffective have received prominence in recent years
Some of these involve changes of curriculum within the existing structurcs
and do not have serious financial implications. Such programmes, which
are mainly concerned with pedagogical questions, must be l=ft to experts '
in these areas even though the issues they raise may have an-important
bearing on the lmpacl of education on the goal areas laid out in Chapter 2,

The emphasis in this Section is on those programmes which could |ncrcase
education budgets considerably.

The programmies which will be discussed are:
i) Pre-school education ;

iy Coninensatory education; \

/i) Recurrent education.

These programmes are not new. Pre-school education has a Iong " history
and, in some countries, the relevant enrolment ratios have been rising
rapidly. Compcnsatory “education as a separate- programme has primarily
bt.en experimented within the United States and the United Kifgdom, but

* positive discrimination ™ in favour of handicapped or disidvantaged
children has been made within the context of the formal educatioy systems
in most countries without being specifically designated as such. ** Recurrent
education” has more recently been proposed as a framework within which
higher education of all types can be organised and the future growth of
enrolment streamlined. In some European countries expansion in adult
education is already underway, as for example in the *‘ formation perma-
nente '’ programmes in France.

Two main aspects of ihese various programmes will be looked at:

i) A brief description and a discussion of the objectives they are
expected to achieve ;

iy Some consideration of the cost and financing problems they raise.
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The descriptions are provided betause these- programmes are not always
well-known, but it should -be noted that they are by necessity general and
that not all governments would subscribe to the objectives of the schemes
as presented here. As for the discussion on costs, it will be unable to give
any accurate idea of the expenditures which might be entailed by these

_programmes were governments prepared to embark on them. Much would

depind upon their content and upon the particular approaches followed
which could well vary between countries in response to different problens.
All that can be done in the present context, and without extersive further
research into existing programmes, is to suggest the kinds of considerations
that are iikely to be important and to give some orders of magnitude of
possible cosis. It should not be forgotten, moreover, that many education
programmes of this nature are already undertaken in the private sector in
response to private demand. Thus, government expansion in these areas
could "simply mean a shift -in controi and financing rather than an
additional resource cost to the economy.

PRE-SCHOOIL. EDUCATION

Countries have varied greally in the extent and type of pre-school
education. For example, in Belgium, cnrolment ratios for those aged 3 to 5
have been between 90 and 95 per cent while, in Norway, there is almost no
pre-schoot education ai all. In many countries the private sector has

* supplemented the State’s role in providing this service as, for instance, in

the case of the nursery school system in the United Kingdom. In the past,
a major role of these schools was social rather than educational. The
emphasis has recently begun to change and greater importance has been
given to education objectives. These are linked with compensatory education

‘and will be discussed in the next section. Nevertheless, there is still a

growing custodial role to be played as women take a more active role in
society outside the home. In particular, more extensive nursery and pre-
school centres will do much to improve the situation for working mothers.

Pre-school cducation was not considered in Chapter |. But, not unlike
the more traditional forms of education, it also saw a relatively rapid
expansion over the last decade. Increases in enrolment numbers for the
countries for which data could be collected centred around 5 to 6per cent
per annum between 1960 and 1970. Some countsics (¢.g. Canada, Japan,
Portugal and .Sweden) increased their enrolment rates @ good deal faster
(more than 8 per cent per annum), but these developments may, in part,
have reflected low initial levels. Sca:tered statisticai cvidence suggests that
these increases were paralleled by some rise in the share of expenditures
on pre-school education in GDP and by some declines in pupil-teacher
ritios. Expansion in this field has bcen motivated by social as well as
cducational . considerations. Indeed, the former have often been the more
important, and chis explains why pre-primary education is sametimes in
the hands of welfare, rather thar education ministries. The growing eman-
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[y

"~ cipation- and labour market participation of married women have also been

driving forces <in the expansion -of such facilities. A ‘recent additional -
impetus in this area has been the rising importancc attached to early educa-
tion for children whose learning processes are likely to be impaired by their
family background. . ' .

These considerations, as well as the more general pressures for freeing
youag mothers, suggest that pre-school education may be the most likely
area of expansion for many governments! The cost of pre-primary educa~
tion will depend upon the proportion of the child population covered and
on the objectives pursued. Should the role. be mainly custodial, costs will
be less, as larger classes are possible. But if *“ compensation’’ or ‘ positive
discrimination” in favour of handicapped groups is considered important,
class sizes will probably have to be decreased to\raise the amount of indi-
vidual attention. It is not easy to foresee the claim on resources that may
bc involved in a sizeable expansion in this area. For the few countries for
which some data are available it appears that, costs per pupil-in pre-primary
educziaon are slightly lower than unit costs in primary schools.’ Enrolment
ratics vary beiween negligible figures and the near 90 per cent ratios
recorded in the Benelux and France. To provide some rough order of-
magnitude it was assumed that over the coming decade countries would:

i)' Bring enrolment ratios up very substantially to either 75 - or 90 per
cent of the children in the two years before compulscry education
commences; ) ,

if) Increase unit vosts per p-upil only marginally and bring them, in
terms of GDP per capita, to equality with the present unit costs"
of primary school children.?

It is clear that the choice of both assumptions is arbitrary, but their com-
bination mesy suggest a rough oider of magnitude of possible future costs
within which countries may then choose to alter either enrolment ratios
or inputs per pupil.

The results suggest that the overall cost is not negligible but should not
be unmanageable. For the I5 couatries sample here covered, the share in
GDP of pre-primary education expenditure could go up by roughly 0.2 per
cent, assuming 90 per cent enrolment ratios. But for some -countries costs
could ‘rise more sharply. Thus, in Sweden, the GDP share could increase
by 0’3 per cent, in Canada add Finland by 0.4 per cent and in Norway by
as much as 0 6 per cent. Conversely, a lower enrolment ratio or a more °
extensive use of part-time provisions could bring down these various per-
centages. To these estimates should of course be added (as alreacCy pointed
out in the previous chapter) the impact of relative price changes.

T ) e . N

oak

+1. See, for instance, Educatitlm;:I Priorily, Problems and[a)eies, HMSO 1972,
Vol. I, p. 180.

2. This hypothesis extends to pre-primary education the negative correlation between
the size of ihputs and the number of geneﬁciaries observed for other forins of education
_in the past. ’ -

5
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|
COMPENSATORY EDUCATION \

}

!
Compensatory education is difficnlt 1o define because it covers a wide

range of programmes.' These have most often been associated with pre-
school children but measures have also been introduced at other levels of
education. The priinary objective has been to improve the academic per-
formance of children from underprivileged groups, thereby raising their
chances of social and economic ac.ancement. Underlyi~a this objective w as
a broadening in the concept of ecducational equality. in the hone that the
education system could be an instrumer: to break the * cycle of poverty”,
the more traditional view of ejuality of entrance has over time been ex-
tended to include *‘equality of result™. In other words, it has been felt
that the education system shouid give not only equal access to the schoal
systerr but siould also atterapt to offset the negative effects on academic
achievemeat of a poor home and social environme.t, thereby giving the
child equal chances on leaving the education system. :

A wide- variety of approackes has been employed but little systematic
attempt has so far been made to test their effectiveness. A particularly im-
portant effort was made in the United States starting in the first half of
the 1960s. While there had been a number of prior schemes, the first con-
sistent attempt to evaluate the efficiency of these policies came with the
““Head Start” programme which gave pre-school training to a large
number of underarivileged children. Other projects followed to test the
effects of different curricular approaches, of further help once students
entered the schoal system, and of studen: support through family contacts
and changes in parental attitudes towards education. These Jatter initiatives
have been paralieled by cfforts to open up the school to the communiiy
o make it miore responsive to local needs and ‘aspirations. In the United
Kingdom, the Educational Priotity Arcas have been given preference in
terms of expansion in the numbers of teachers. A number of university-
based research projects of a limited naturc are underwdy in some
Continental European cogntries as well as schemes designed to help migrant
workers.

>
-

it is difficult to evaluate the impact of such programmes. In the United
States, present experiments have not had a noticeable lasting impact on
student performance. Initial improvements in disadvantaged studenis soon
disappeared when the special support was removed? This suggests that, in
its present form at least, coripensatory education may not be sufficicn. to
offset \he impact of the environment outside the school or other dised-

\'anlagc&.! At the same time, however, it is necessary io recall .hat ~ompen-

satory education is a relatively new field for which it is too early to make

l. Compensaiory education could possibly be taken to. include all teachirg and
othar help which a student receives over and beyond the ‘average™. If viewed in this
way, compensatory caucation could cover a large amount of educational acuivities, e.g..
keeping class sizes in rural ..eas small, the use oy psychologists to help emotionally
disturbed children and so on. '

2. See OECD. CERI. Strategies of Compensation, 1971,



O

ERIC

Aruitoxt provided by Eic:

Additional educational programmes 857

a complete cvaluation and that a number of programmes have failed
because of lack of finance and of proper organisation. Indeed, in the
United Kingdom, the results of the Educational Priority Areas have in:
dicated that the academic improvement acquired at pre-primary and primary
schools tends to ‘be maintained for longer periods than in the United -
States.

Data on the costs of compensatory educatwn are very scanty In any

- case, it is often difficult to dlSlmgUIbh where ** normal” schooling ends and

compensatory education begins, particularly in pre-primary and primary .
forms of education. The existing British or American examples are not very
significant because they were particular, localised projects. Estimates for the
United States show that total expenditures which could be broadly classified
as compensatory' equalled about 3.5 per cent of total current speading on
education (or 0.2 per cent of GDP). These figures probably underastimate
the levels of expenditure, since rusny programmes are carried out at lhe(

’ local level. In the United ngdom the Plowden Committee suggested,

1966, that an initial pragramme covermg the 10 per cent most dlsadvantaged
children in E-gland and Wales would add £11 million to the current
spending of “‘maiu.ained ™ (i.e. publicly controlled) primary schools ({ per
cent of 1971 total current education expenditure).

Given the very partial nature of these figures, it would be rash to
make any estimates of how future expenditures could evolve in this field.
The growing douu‘c as to the extent to which compensatory program s
can have an effect without a brozder approach which will give corinued
support and, at the same time, try to influence the underlying socio-
economic conditions and cultural deprivation which influence the academic
achievement of children from poorer families, may in any case stop coun-
tries from pursuing special schemes. The extent ‘to which compensatory
education is, in many instances, pursued within the traditional educational
system suggests that countrics mght wish to concentrate their efforts on
vre-primary and pnmary education. If this suggestion were accepted, the
expenditure projections presentcs in the previous section and in Chapter 3
mig! " ~eed upward revisions.

ADULT AND RECURRENT EDUCATION
[

The main effect of the expansion of the education system in the recent
past has been to increase the number of years that ..e child spends in the
education system. In the first instance, this has led to an expansion at the
upper secondary level and, subsequently, in higher education. More recently,
however, there has bcen| growing emphasis on methods of providing the
adult working populalu}n with ‘greater possibilities for education and re-

. education. As was said W a reoent OECD report: *“The solution does not

|
i

t. Amongst other. thc!\'Hcad Start " programme. Equal Opportunity Grants.

R Special Programmes for the Dlsadvantaged etc.
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li= alone in provision of cver-lengthening fuil-time education for all. Policy
in all countries must provide better opporwnities for-aliernating and mixing
education and training with work.' To be sure, there are already a number
of ways by which individuals car. undertake further studics. Night classes of
various kinds, Germany's ** Volkshochschulen™ or such institutions as the
“Open University " in the United Kingdom, provide considerable possibili- -
ties of an ihformation-culture tvpe. At another level, industry supplies
ex: “‘oh-the-job ™" as well as other training in order to obtain skills
no.  .ys provided by the educational system and there are many coun-
tries with government programmes for retraining not anly the unemployed
but also active members of the labour force. '

It can be expected that presiures to expand the education system in
this area wil! continue for a number of reasons. First, a growing belief
that those whe have dropped out of the education system merii a second
chance and the awareness o) ihe potentiai gains to society have increased
the emphasis on equal educarional opportunity. Second, the rapidity of
technological change and the goowing covinlexity of our society imply a
need to: periodic retraining not only for those who wish to improve their
knowtedge, but also for those who find that their skills are no longer in
demand and wish to obtain new qualif. :ations.

However, a major problem i Lhis context has been the lack of a
coherent framework within which expenditures in this arca can be organised
and further expansion raade. One suggested framework is ** recurrent educa-
tion" which provides a comprehensive education strategy involving, in
addition to a consolida‘ion of efforts in the area of adult cducation, some
rethinking of the present education system.? The essential feature of this
approach is to spread education over the lifespan of the individual in a
recurring way rather than to concentrate it almost entirely on the earlier
years. Education would be alternated with other forms of activity bringing
the student into closer coniact with the *real ™ world. The proponents of
this approach maintajn that it would resolve a number of the present
problems of cducation. Students experviencing **schooi fatigcue ™ would be
encouraged to obtain experience in the “real™ world before re-entry into
the school system at a later date. It is also suggested that such an
approach would make the education syslem more responsive to the needs
of the economy for certain qualifications or skills, first vy bringing students
into closer contact with the labour market and second by facilitaling up-
grading or retraining where necessary. ‘

The impact of adult education, particularly when taken in the context
of recurrent education, is extremely difficult to assess ¢ince it has not yet
been tried ir any countrv on a significant scale for a sufficienty long
period.? It can be argued that it chould lead to some social gains, quite

. OECD. Edusation and Working Life in Modern Sociery. 1975, p. 8.
2. See OLCD CERI. Recurrent Education . Trends and Issues. 1975,
3. To be sure, there have been schemes Tor retraining the unemployed in many

countries, but these have tended w0 be on a smaller scale than the programries here
envisaged.

o7
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apart from thc obvious private benefits which 1t might provide. In terms of
allocation of resources and higher growth, recurrent education would match
the social need for a more eificient labour market by making the educa-
tional system better able to supply the mix of skills demanded by the
economy. . It may, moreover, affect socio-economic equality. Increased
educational possibilities for those who have missed out in the early years
of education can probably be considered equitable! The idea of a two year
entitlement to higher education at any age for everyone after the end of
compulsory schooling, would mean a distribution of education towards
those in older age groups who have not benefitted personally from the
recent expansion, thus giving a more equitable spread of public resources
in one generation.

Estimates of the cost of adult education are not available for the past.
Any projectior: must take into account the existence of a number of private
programmes. Hence new plans in this field could be met, to some extent,
by a reorganisation of present resources in post-seco.xdary education rather
than by increases in expenditure. For efiorts going beyond this, much
would depenid cn how new programmes were to oe financed. For example,
the “formation permaaente” in France is paid by firms who are obliged
by law to set aside a certain proportion of their wage bill for this purpose.
Estimates are further complicated by the extent of income support required
for individuals undertaking retraining. Nevertheless, some orders of
magnitude can be provided based on a number of simplified hypotheses.
if it were assumed, for instance, that each worker had the right to a one
year period of adult education during his active life span and was paid
his full salary, the expenditures arising from the programme (including
teaching costs), would lie between 1} and 2 per cent of GDP'? However,
there are factors which would tend to reduce the cost. It is unlikely that all
individuals would undertake study or that a pctential student could. expect
to receive his average wage during the period of retraining. In addition,
there could be some reduction in present levels of attendance at higher
education institutions amongst younger age greups. Hence, even assuming
a concerted effort in this field on the part of governments, a more realistic

-assumption might put possible costs closer to 1 per cent of GDP.

1. Howecver, it is interesting to note that an initial survey of the effects of the

. French law on professional training (1971) indicated that, in the first year at least,

the number of technicians and *cadres’ undertaking education was four times largsr
than that of workers.

2. This very rough result was obtained in the following way. The average working
life of 'a person was put at 45 years and it was assumed that within this period every
person would take ‘a one year leave {nr higher education, If the full cverage wage was
paid (and ‘there was no bunching of leave periods at particular age groups), the overall
cost would amount to 1/45th of the wage bill. Since wages and salaries are generally
around 60 or 70 per cent of GDP, the cost could amount to I} per cent of GDP.

“Adding to this one third for instruction’ costs (a rough estimate based on an average

of the figures shown in G. Psacharopoulos, Returns to Education, An I.ternaiional
Comparison, London 1973, Appendix D), gives almost 2 per cent of GDP. The instruc-
tion costs estimate is roughly equivalent to a 0.50 ** cost ratio ™, i.e. to a icvel of inputs
per student somewhat below the present average inputs in higher education (see Table 6).

o8
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A’ SUMMARY

The three programmes which have just been discussed represent only
some of the new alternatives which may be open to countries in the educa-
tion field. Other schemes have been advocated which could also imply
increases in spending. But, in terms of expenditure, these are probably
the most important additions to formal education which might be expected
over the coming decade. Their macro-economic costs are summansed below
(in terms of increases in GDP shares in 1985}

Pre-primary education 0.1-0.3
Recurrent education 0.5-1.0

Compensatory education n.a. (but probably some upward effects on
costs in the formal education system)

It will easily be seen that the increasing claims on resources which
could be forthcoming (from } to 1! per cent of GDP) are equa! to or
greater than those implicit in the hypothetical projections for the formal
educaiion system contained in the preceding chapter. But it is aiso clear

‘that these figures are over-estimated for a number of reasons:

i) For both pre-primary and recurrent education, they imply very
high * enrolment " ratios (near-complete coverage of young children
and a one year period of training for a large proportion of the
labour force). It is highly unlikely that most countries will go so
far in one, let alone both, these directions,

iiy They do not clow for the existence of widespread private systems
in both fields; public involvemeént may incrcase governments’
financing problems but would not imply as large a cost in terms
cf resource allocation;

iii) In some ways, they are alternatives to the formal educational
system, notably in higher education, and could not, therefore, be
added without prior adjustment to the projections presented in
the previous chapter. : .

Hence more realistic estimates might be in the range of | per cent of GDP,
with efforts perhaps concentrated on pre-primary schooling (the field in
which * compensatory " effects might be most important), and more modest
increases in adult education.

A more realistic projection would also include the opportunity costs of
the programmes. These can hardly be quantified. But it should not be
forgotten that recurrent education implies a loss of output to the economy.
This loss is, of course, short-run. Over the jonger-term it could be argued

that output would lie above the level it would have reached without re-

current eaucation. Pre-primary education, on the other hand, by freeing
mothers for work, can provide an offset (provided the demand for labour
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adapts to a larger supply of female workers). Th- final effects on output
levels will depend on the respective productivities o. the two labour forces
and on the changes in their sizes, as wall as on the initial level of unem-
plcyment. On balance, some shortfall [n GLP would seem inevitable, at
least for those countries which plan to extend considerably their program-
mes for adult educatic n.



O

ERIC

Aruitoxt provided by Eic:

Chapter 5

SOME ISSUES FOR ECONOMIC POLICY

A very large number of issues can be considered in the field of educa-
tion. But most of the problems which are raised are usually of a specialised

“nature and are of concern tc the cducationalist vather than to the econo-

mist. The general focus of this paper. s well as the main interests of
Working Party No. 2, suggest that ary discussion of policy issues should
concentrate on the macro-economic cxpenditure flows. The hypothetical
projections outlined in the previous two chapters will be taken as a starting
point. It was shown there that,  -iew of a relatively morc rapid rate of
inflation and the requirements additional programmes, the share of

. public education budeets in GDP. was highly likely tq.incréase over the

coming decade. Such an increase may appear disturbing to policy makers
who are already faced with growing demands for otiier public goods and
services. The present chapter will try to see whether inzans exist which

-could Jimit the future burden on governments of rising dzmands for educa-

tion. Two main topics will be discus =d:

i) The savings which could be achieved by a more **cfficient ” use of
present resources;

iiy The alternatives open in the financing field, notably for higher
education. ’

1t must be stressed that, in both these areas, little can te said of a positive
nature; nearly all statements regarding the ** efficiency ” of the educaticn
system or the choice between the public and the private sectors are, in the
end, value judgements and will depend on society’s preferences. As a result,
this report can do little more than pose a few alternatives in very general
terms.

REDUCTIONS IN COSTS

The most obvicus way in which eccnomies could be achieved would he

to reduce the present number of students. But tois is unlikely to be

politically and socially acceptable. Short of such 2 darastic and unrealistic
alternative, more limited possibilities of sav.ngs can be explored in the
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areas of unit costs per student and duration of study eépecially,' in the

latter casc, in the field of higher education. Given the highly labour-

intensive nature of educativn and the carlier estimates which showed that
by far the largest rise in expenditure over the coming decade was likely to
come from the impact of relative price changes, it is clear that the greatest
potential gains could be derived from a reduction in this labour intensity
which did not at the same time adversely affcct the quality of teaching.

i)  Unit Costs .

A large part of the growth in average real costs per student i:an be
accounted for by changes in teicher/student ratios which arc in turn,
influenced by teaching '‘loads™, the variety of courscs, and class size.
The gencral rcduction in the length of the working week and the growing
complexity of modern societies make it unlikely that any savings could be
achieved by expecting teachers to work longer hours or by cutting down
on the number of courses. Hence, reductions in costs could only be ob-
tained by a reversal of the fairly widespread past trend towards smaller
classes. Future developments in this area will respond to social and political
pressures, but there are two aspects worth noting. On the one hand, re-
search which has been carried out on the relative efficiency of smaller
versus larger classes is unable to conclude that student performance is
positively related to small group teaching? On the other hand, economic
growth is increasing the demand for specialised skills which require a frag-
mentation of the curriculum into narrower and more numerous subject
disciplines. Similarly, the growing awareness of the needs for individual
development, both in leisure and vocational activities may well require a
greater degree of personalised instruction. Such trends will tend to demand
more teaching staff rather than less, particularly at the lower levels of
education. S

If the scope for savings on labour inputs appears limited in view of the
contrasting influences just mentioned, capital-labour substitution could
provide an alternative. Over the period studied, some evidence suggests that
the relation between capital and labour inputs has remained rather stable?
Atpresent there seems to be no consensus on whether more capital-intensive
techniques (like language laboratories, audio-visual systems, television) are
an improvement over traditional teaching methods. From an economic
standpoint, and given the large overhead expenditures involved, it seems
that they would only become financially viable at very large scales of
operation, larger- than those presently achieved, by most schools. Conse-
quently, such techniques are probably better suited to higher levels of
education than to primary and secondury courses, or to **mass education”

1. The number of hdurs taught by each teacher. . .
2. Sec QECD/CERIZSJ}(Iass Size as a Factor of Pupil Performance: A Policy
Analysis™, mimeo. 1973. ( ¢ :
3. Mary Garin-Paint :Q Public Expenditure Trends”, OECD Economic Outlook —
Occasional Studies, July 1970. )
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systems such as the *“Open University " in the United Kingdom. In view

. of their limited scope, it is unlikely that the savings which could be ob-

tained would be very substantial.
i) Duration of Study

There is little inter-country variation in the length of compulsory
schooling (and differences have narrowed somewhat over time), but there
is wide variety in the length of university studies which go from three years
in some countries to seven vears in the Netherlands.! The scope for savings
here woula seem (o be limited to countries with long degree courses. A
very simplified estimate, usirg the data of Table 6 above, shows that a
reduction from, say, four.to three years in the length of higher education
(equivalent to a 25per cent fall in the demographic ratio), could, on
average, reduce spending by almost a }per cent of GDP. This is a non-
negligible figure, but would seem to be an overestimate. Quite apart from

- the question of whether three years are preferable to four from an educa-

tional standpoint, it is clear that an .cross-the-board reduction is not
possible. In some faculties longer studies are inevitable. Moreover, overhead
costs are unlikely to be reduced proportionately to the number ¢f students,
and any savings can only accrue through time. But even if the potential
economies are likely to be much smaller than suggested by the hypothetical
example here used, there would seem to be scope, at least in some fields,
to reduce the length of university studies (or to pursue further experiments
with shorter degree courses which now exist in paralie! with the longer
courses in a number of countries). Some further, though probabiy much
smaller, savings could be .. hieved by lengthening the duration of the
university year which often includes as many as 20 weeks vacation. Indeed,
curtailing the latter could provide a partial offset to the shortening of the
number of years of stud;.

ALTERNATIVE FINANCING SCHEMES

Such considerations show t*a. there is some scopc for action. None-
theless, the overall savings o3 iabour and capital inputs waich can be
achieved, assuming that no dircot micasures were taken to restrict access
tc education, would seem to be relatively limited. Some attention may
therefore have to be given to ways of financing at least part of tlc
expectedYgrowth in expenditures without recourse to thes pubiic budget.
This issue raises the major problem of the respective roles of the private
and state sectors in education. The tentative projections made so far have
assumed that therec would be no change in the share of private =ducation
in the total, but this will of course not be the case should countries allow
private institutions to grow faster. Such a course of action wouid not ’

1. Recently plans have been proposed to reduce this by an average of two years.
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change the magnitude of the resource allocation problem which has to be
met in the future, but could ease the financing difficulties of the public
sector.

Datx on thke relative shares in expenditure of the private and public
sectors are not easily available. But it would seem that the proportion of

" private expenditure in total spending tends to rise as the level of education

increases. Thus, while countries usually feel that the lower levels of educa-
tion require almost total public support (even up to the provision of books
and materials in some sysitems), most governments implicitly require more
private spending at university levels! Such a situation is unlikely to change.
Free public, or subsidised, private education will go on being provided up
to the end of compulsory schooling and probably to the end of upper
secondary school. Questions of alternative forms uf finance can, therefore,
be restricted to higher education.

Public support for higher education takes two main forms: direct
subsidies to institutions.(which allow the lcvying of very low fees), and/or
student maintenance in the form of grants or loans. Countries vary in their
use of these two instruments; with the emphasis on loans apparently wide-
spread in Scandinavia, subsidies important in severai Continental EEC
Member countries and grants representing a significant share of British
expenditure. [t will be assumed that countries will not wish to reduce their
direct or indirect help to students via grants or loans. Hence, the scope
for budgetary savings can be discussed under two main headings:

i) A reduction in subsidies to universities and other institutions of
higher education, accompanied, perhaps, by some increase in
student help ;

ii) A shift in the emphasis in student support {rom grants to Ioans

The first alternative would incréase the mﬂuence__of-market forces in
higher education. Fees would have to be raised and students, even if helped
to a larger extent, would make choices betwecn different faculties and
degree courses, to some extent depending on their costs. This has been
advocated by some in order to make higher education institutions more
* consumer-oriented”’. But there are two important drawbacks to such
policies. Firstly, fees which are nearer to full costs would regulate entry
into high cost subjects and would increase inequality’of access to univer-
sities even with hlghe.'.levels of student aid. Thus, the system would be
even more socially selective than at present. Secondly, cost pricing raises a
number of difficult pr-blems. Prices should reflect social costs, teachers’
salaries in various facultics may have to respond to demand and supply
forces rather than to administrative regulations; the costs of teaching and

_research should be scparated and properly assessed ete. It is unlikely that

countries will want to relinquish their preseat control over university educa-
tion and research activities in favour of improved resource allocation, in

1. Not:to speak of the much larger private foregone earnings for students of that
age.
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order to achieve savings in expenditures, which will in any case be at least
partly offset by increased student maintenance costs.

The alternative and much discussed avenue for savings has been the
proposal to shift the emphasis in the nature ~F student support. Scholar-
ships and other forms of direct help, which have not been explicitly con-
sidered in the earlier analysis of past and future growth in expenditures,

“represent a sizeable share of higher education. budgets in a number of coun-

tries (roughly of the order of 10 to |5 per cent). Proponents of economies
in this field have usually argued that a loan system should be substituted
for the payment of direct grants or even for subsidies to higher institutions.
Such an approach may not only save on costs but could also limit some
of the regressive influences of the nresent system of financing (at least in
those countries which do not rely 0. means-tested grants to students). It is
increasingly held that, since the proportion of members of the upper income
groups which enters higher education is greater than that of the lower
income groups, it is the richer members of society who derive most benefit
from government subsidies. Second.r, and more generally, insofar as
graduates are likely to have higher earnings over their lifetime than non-
graduates, large subsidies to higher education involve a transfer of income
to those who will generaily be better off.

These various reasons have stimulated interest in systems which
provide loans to students. By this nieans, it is argued, students from poorer
backgrounds will still oe able to pursue higher education, but will refund to
the community sonic of the increased earnings that they will normally ob-
tain as a result. Further reasons for advocating such a change are that it
might: (/) induce in students a more rcsponsible attitude to their studies;
(ii) discourage those -students who are unlikely to benefit from higher
education from embarking on it — as long as it is virtually free — simply
because they have not ye! decided on any other post-school activity; and
(iii) lead students to r :-. sure that they are getting ‘‘valuc for their
money’’ by taking more interest in the cfficiency of higher education and
the quality of the instruction they receive.

On the other hand, there have becn many objections to such systems.
Quite apart from the problems raised by full cost pricing already touched
upon on page 66 above, loans could increase wastage rates by en-
couraging students to work to reduce their debt. They also raise numerous
administrative problems such as exemption of women students who marry
and drop out of the labour force, ways of coping with people who even
after graduation are unable to find sufficicntly remunerative work,. or with
graduates who cmigrate, and so on. More important causes of disagree-
ment concern the issue as to whether loan repayments should be a function
of future income and the effects of loans on equality of opportunity.
Whether a loan scheme will encourage students from poor families to enter
higher education will depend upon the form and extcat of the support
system already existing, the terms of the loans and the coverage of risk.
If no alternative system exists, then a loan system would clearly tend to
improve access. In Scandinavia, where loan systems arc in force on a large
scale, thcre is no indication that lower income students (or women) are
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discouraged from study. But it is unlikely that this issue will ever be
clarified given the large number of other factors which affect the social
composition of university entrants.

More relevant to the present discussion is the question  whether the
introduction or extension of such programmes could reduce the burden on
public financing. This will depend on a large number of factors (e.g. the
size of the interest rate subsidy, repayment terms, the number of students
entitled to loans, previous araount of grants extended etc.). In countries
in wiich student maintenance is largely assured by the state (e.g. in the
United Kingdom), a shift to loans could eventually reduce government
spending. But, in countries in which scholarships are much smaller, the
financing needs of a loans scheme may have to cover not only university
fees tut also living costs during the period of study. In such cases, expen-
diture would presumably have to increase at first and it is only later, as
students repaid their debts, that economies could be achieved. These, how-
ever, may not be very significant since loan schemes may not be fully
self-financing, especially if the student population rises rapidly. Evidence
on the respective (economic) merits of loans versus grants is, unfortunately,
scanty and it is difficult to provide hypothetical estimates given the very
largz number of alternative assumptions which can be made. This is clearly
a field in which governments may wish to conduct more research.

The discussion so far has been unable to show that there is much

" scope for economies in the educational field. Some general statements have

been maac. applying almost exclusively to higher institutions, on the desir-
ability of stretching the university year, while shortening the length of
degree courses, or on the possible advantages of changing the forms of
student support. But, even in such areas, the economies which can be
made may not be very large and the results, in terms of ‘*educational
output”, *efficiency " or ‘‘cquality ”, uncertain. A more important measure
through which savings could be achicved would be to halt the tendency for
smaller classes or even increase pupil/teacher ratios. But it is likely that
such moves would encounter greater resistance from teachers unions,

.parents, and students themselves, all of whom will probably continue to

feel that closer contact with the teacher in small classes is preferable, even
though there is little evidence that smaller classes improve academic per-
formance. It would thus seem that though there is some scope for govern-
ments to hold back education’ costs in the future, it may be difficult to
achieve significant economies. ' ' )

I. Calculations for Dcnmayi show that when fully developed, a loan scheme which
involves some intefest rate subsidy and a repayment period of 10 years, would generate
from 20 to 70 per cent of its expenditure from repayments, depending on the subsidy’s
size and would never be self-liquidating. See M. Woodiall, Student Loans: A Review
of Experience in Scandinavia and Elsewhere, London 1970, p. 125.
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SUMMARY

This broad survey of public expenditure on education raises many
more questions than it answers. Education, per se, has rightly attracted
great research- efforts in such fields as teaching methods, curriculum reforms
or school achievement. But this hsas not been matched by an equivalent

flow of studies on the economic implications of rapidly rising expenditures.

This no doubt reflects both the forinidable statistical problems, and the
whole complex of intangible and difficult questions surrounding any assess-

: ment of the *“ output’ of the educational system.

The work done preparing this report .conﬁrnked that the statistical
material available for a cross-country comparative analysis of expenditure
or education’ is extremely inadequate. Hence it has only been possible to
provide a summary analysis of the factors underlying past trends and some
very tentative suggestio~< as to possible future developments. Very broadly,
and bearing in mind the data problems frequently mentioned in the body
of thiis report, Chagter 1 shows that: :

i) In the *“average” (and non-existenty OECD country, public
expenditure ‘on education (close to 90 per cent of total expen-
diture in this field), accountea for some 4} per cent of GDP in
the early 1970s, and covered about 20 per cent of the population;

i) Some 80 per cent of this expenditure, and over 90 per cent of the
students, w~re concentrated at the primary and secondary level,
the rest being accounted for by higher education; .

iii) Higher education, though absorbing less resources than other

levels, was much mct. expensive — the education of a university

~ student costs some > times more than the education of a school
child. .

These broad averages do not ¢ course apply equally to all countries.
Shares in GDP vary from peaks ¢ 7 to 8 per cent in some of the riclier
Member countries like Canada, ti: Metherlands and Sweden to lows of 2
to 2per cent in the Mediterranzan area. Some international uniformity
exists, however, at the primary-and seconday level, where most enrolment
ratios (students as a percentage of the relevant 2ge group) reach 90 per cesita

levels and where costs per student cluster surprisingly closely around &

figure of some 2C ~er cent of per capita GDP. But the diversity is much

-—
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L greater {or higher education. Enrolment ratios go from fows of 12 to 15
per cent in Austria, Switzerland and the United Kingdom, to peaks of
45 pes ‘cent in North America. And costs per student vary from 40 to 120
per cent of per capita GDP.

Between the early 1960s and the early 1970s, the share of expenditure
in GDP rose, on average, by about 1 percentage point, and did not fall*
in any Member country. The main features were:

/). 'A relatively faster growth of prices in the educational sector
which alone accounted for over 50 per cent of the mcreased share;

o _if) A modest increase in expenditures on primary ‘and sccondary
' -. education reflecting beth somc increase in student numbers and a
slight tendency for " real inputs ™ per student to rise faster than

per capita GDF; .

iii) A spectacular in.rease in higher ¢ ucation common to practically
all countries, which reflected a nvar doubling in the number of
students but wa: also accompanice by a 20 per cent fall, relative
to the growth of GBY per cap:ia, in real inputs per student.

. .- T 2

In summary, the anal;sis contained in Chapter | indicates that, over

the last decade, the huoyan  vpansion of education expenditure — a one
third increase in its share in GDP — has been due to two main forces: a
very sharp rise in numbers enrolled, espemally in higher education, and a
~Jnore raprd rate of price mcrease in this sector than in the rest of the
economy. | . ™

"The hypothetical projections of expenditures on the traditional educa-
tional system to 1985 put forward in Chapter 3, suggest that:

i) Demographic forces, which made liftle contribution, either way,
to the trend in expenditures in the 1960s should be working so

as to reduce future requirements by as much as 1pcr cent of
GDP; * _
i) The effect of hkely changes in enrolments and in costs per
\ student. is hard to assess, but, under a set of simplified and more
or leSs plausible assumptions, neither may do much more than
offset the negative impact of demographic trends;

iii) Thougl in rea]l terms, therefore, the share of expenditures in
' GDP may not rise ‘mich ahove the early 1970s leyel, in current
prices, a rise of perhaps !} percentage points in this share cannot
g be excluded given that the deflator for educational expundltures
will almost cerlamly continue rising faster than the overall price
levcl

-~ ., In 'addmon_to primary, secondary and higher education, as traditional-
ly understood, fucther increases in the relative share of educational expen-
diture could come from a number of new programmes which are discussed
in Chapter 4. These covey pre-primary education, compensatory education
(which involves particular- efforts designed to improve the chances of

" children from underprivileged groups) and recurrent education which would

allow much greater opportunities to adults for -alternating education and

el
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work. The possible costs of such programmes are difficult to assess. Some
very tentative estimates suggest rhat increased expenditures in these areas
could raise the share of educational expenditure in GDF by around } to
| percentage points. In some cases these expenditures might be replacing
spending on traditional education. On the other hand, hcwever, they could
involve in the case of adult education some short-run losses in output.

ISSUES

It is difficult to move from this statistical analysis of broad trends to
some evaluation, however, tentative, of the achievements of past expen-
ditures and of the needs for new ones. The near absence of official state-
ments on theé main objectives of expenditure makes it impossible to assess
whether the increased resources which have been allocated to education
have fulfilled particular goals. It is probably unrcalistic to expect precise

‘formulations of aims and intentions. The public sector cannot follow the

decision-making process of a private firm. Many of the alternative choices
in education can only be taken on the basis of value judgements which will
differ from country to country and from period to period. Nonetheless,
it is arguable that in a situation in which real resources are normally under
pressure, some statement as to the more important aims of educational
expenditure is desirable, even if this may subsequently be subject to political
change.

In the absence of such statements, Chapter 2 has put forward a brief
list of possible aims and discussed the extent to which they may have been
achieved. But the discussion is inconclusive. It is very difficult tc measure
the extent to which education has contributed to economic growth or to
social or economic ecquality. Apparent progress may have seemed slow if
measured against the high expectations put on education not so long ago.
But it is arguable that the effects of more education on both growth and
social mobility can hardly be assessed, let alone measured, in the short-
run. Such cffects may well take decades bhefore they can be dearly
established.

Future claims on resources cannot therefore be judged on a straight-
forward cost-benefit- basis. Any assessment of whether increasing expen-
ditures on education are warranted or not wil} crucially depend on society’s
value judgenients in this area. For primary and sccondaiy education, the
decision to provide free, universal and comipiilsory schooling has been
generally accepted and so has the State’s responsibility for directly ensuring
that this objective is met. Rising expenditures in this ficld are a natural
consequence of these decisions. It is not evident from recent experience that
the pressures for increased expenditure at these levels will strengthen. On
the other hand, it would scem likely that the tendency for real inputs per
student to rise roughly in line with per capita incomes will continue and
that the scope for significant economies in this area is hmited.

Increasing demands are more likely to come from other components
of the educational system and notably from the nev, programmes singled
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out in Chapter 4. Many of these are still in the stages of experimentation

and their effecis cannot be firmly judged. Yet various arguments can be put
\ forward to support the view that, individually or combined, they could

make a worthwhile contribution to furthering some of society's aims in the
future : '

iy If a major preoccupation in the years to come is going to be with
_output and productivity, then compensatory education can help by
allowing a fuller use. of the potential of under-privileged groups,
pre-school education by freeing mothers for work, and recurrent
educatior. (whatever the short-run output losses) by making higher
education more responsive to the needs of the economy and by
spreading learning through a larger share of the population;

ii) If, on the other hand, socicty will to some extent be placing less
emphasis on the aims of faster quantitative growth, and will be
giving more attention to qualitative issues such as equality and
cultural values, these types of educational programmes, and
notably positive discrimination in favour of disadvantaged groups,
could make a positive contribution.

’

\ very broad picture of rising expenditures in these various fields,
with roughly constant sharesin GDP for primary and secondary education,
may thus be considered socially justified in many Member countries. The
position is much less clear in the field of higher education. Here, however,
it is less evident that increasing expenrditures are incvitable. Some small
increase is implicit in the projections shown in Chapter 3, but recent trends .
in enrolments may throw doubt on this. In a number of countries in the
area after the very rapid expansion which took place in the late 1960s
and early 1970s, the growth in student numbers has not only slowed down,
but actually fallen, ' | ’

This may merely be a temporary phenomenon and higher education
may over the longer-run resume an upward trend. After all, a century ago
universal primary education was hardly regarded as a priority; @ hundred
vears hence it may well be felt that socicty!is rich enough to provide suffi-
cient funds for all its citizens to attend |university. An alternative view,
however, could argue that the benefits of higher vducation are very largely
privately apnropriated and that there is 4 point beyond which taxpayers
should not finance the econnmic promotidn of young people — especially
if they stem mainly fiom already favoured socjo-cconomic groups. According
to the first view, budgets for higher education will continue to grow.
According to the <econd, resources could ‘be devoted to socially more
productive uscs and some measure of private financing should be. rein-
troduced into university education. N
A partial return to market forces would cleh with egalitarian
. objectives, unless accompanied by an extensive and subsidiscd soan system.
‘ It is true that, so far at least. the impact of higher university enrolment
\ ratios on cquality of opportunity appears [ have been modest. And it
, could be argued plausibly that using the tunds originally carmearked for

education more directly to relieve poverty could achieve greater social

results. On the other hand, such an zpproach, 1? successful, would tend
]
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“only to relijeve poverty at a moment of time, rather than deal with' one of .~
i ’ nd, as was advanced in Chapter 2, the slow effects upon
equality, to date, of more accessible higher education may stem from the
long time-lags ‘before social and economic barriers break down. Nor can it
be ruled out that pressures for slowing down the growth of higher educa-
tion might be coming, in part, from those- social classes which have
benefitted most from past expansion, whose enrolment ratios are near to
saturation and whose lifetime earnings could be eroded by further growth

in the number of graduates. :

One of the purposes of this report has been to document more fully
the proposition that future public expenditure on education will not, or
should not, be simply an extrapolation of past trends, but will depend
importantly on choices by society, or rather by governments acting in its
name. Whether the social aim is more equality or more productivity,
higher education and the other educational programmes in this report can

. .to some extent be regarded as substitutes. If it is felt that greater inroads
"into the inequality problem can be made by concentrating on infants than
by increasing university places, then it is pre-school rather than higher
education which may teed expansion. If, similarly, it is felt ‘that productive
potential can be enhanced by shifting to forms of recurrent education, then
what may be needed is a conversion of university curricula and structures
to meet the demands of a much larger proportion of adult students; rather
than continuing. growth in the enrolment of students just out of secondary
school.

These various choices have, of course, very ditferent expenditure
implications. Only very rough orders of magnitude can be given here. If
the choice werc to be between pre-primary and higher education, it will be
important to know that the cost of a university studeuat to the public
budget can, on average, be four times larger than that of an infant
attenting 2 nursery school. In addition, pre-school education frees mothers
for wor' . * -hift to recurrent education may not bring about direct in-
creases in cxpenditure flows but involves costs in the form of losses in out-
put, at least in the short-run. These are just some illustrative examples.
Others could be provided. The main point, however, is not whether such
figures are accurate estimates of possible alternatives, but rather the fact
that such alternatives will have to be faced in the coming decade. It is
_unlikely that the past rapid growth of expenditures, subject to apparently
few constraints, can go on as the OECD area moves into a situation in
which conflicting claims on — possibly more slowly growing — resources
become increasingly difficult to satisfy.

Of course, an analysis of the kind contained in this report can only
prcvide some indicuiion of the overall constraints and estimates of the costs
of various programmes. Beyond this, the issues are.of a different nature.
The decision as to which aims the educational system should fulfil and
how much public expenditure should be devoted to fulfilling these aims
is essentially a political decision. And the choice as to which aie the best
instruments to achieve such aims is, and will ~emain, the prerogative of
the educationalist.

71

Q

ERIC

Aruitoxt provided by Eic:



STATISTICAL ANNEY

72



O

ERIC

Aruitoxt provided by Eic:

I. STATISTICAL PROBLEMS
AND METHODOLOGY

SOME DATA LIMITATIONS

As mentioned in the main text, the majority of the data available on
education cover public education spending on direct education costs. How-
ever, such statistics, while giving a general outline of the developments in
Member countries, are insufficient for an analysis of the education syster
as a whole, because (i) private educational expenditures are important in
some countries, (ii) they do not always include all public expenditure on
education, and (iii) the data are not always consistent or comparable
between countries.

iy Completeness of the Expenditure Data

Data on public education spending can considerably under-estimate
the total resource cost of education. First, direct private spending on educa-
tion is important in some countries, such as the United States, and partic-
ularly Japan, where the private higher educatic sector is large, or Spain,
where religious institutions have undertaken an important role in primary
and secondary educational institutions. In addition, there are numerous
proprictary. schools and tcchnical institutes in many countries which have

~an important place in the post-formal education system. Second, society

incurs considerable educational indirect costs in the form of foregone
earnings, public maintenance or * on-the-job” training. These are generally
not included in ofticial budgets or any other figures on the costs of educa-
tior. Therc is controversy over the value of including such estimates in the

_cost of education. but some policy judgements can go oadly astray if this

information is not available.

it) ~Comprehensiveness of Public Expenditure Datu

Errors in public educational expenditure often occur because some types
of education services are provided by Ministries of Labour or Social Wel~
fare, c.g. industrial training and pre-primary education. Public expenditure
on student maintenance is sometimes not included in the education budget
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but appears elsewhere in the public accounts. Offsetting this, education
budgets often include substantial items such as school meals which, for
some purposes, one might want to classify as social transfers rather than
education spending. Where possible, these items were not inchic xd.

iii) Statistical Inconsistencies and Comparability between Countries

Recourse was made to several sources of statistics which were not
always reconcilable. By ‘and large, national sources were used for the !5
countries covered in detail in the report while OECD sources were used fo
countries outside this group. This posed problems of comparability between
countries. This loss was counterbalanced by a greater certainty that within
the restricted group the number of students corresponded to the expen-
ditures. Accuracy, in this context, was increased by mombining primary and
secondary education levels rather than dealing with them separately. In some
countries, only the sum of the two levels was available whilst changes in
the definition of each level made it impossible to have consistent time series
for primary and secondary education separately in ['aland, Germany and
Sweden.

DATA SGULT o
AND CALCULATIONS US*¥> 1™ "EXT TABLES

Table 1. RELATIVE SIZE OF - i¢DEMT WND TEACHER POPU-
LATIONS
Students were defined as ful-i=e oni ;o -ttime, but pre-primary
education was not included. For ..z % v :.es covered in detail, the
data come from the tables shown in :%.s b =i- The data source for other
countries is the OECD's Educetiona’ - 'i= s Yearbook. All the figures on
teachers were taken from the Educatic - - "satistics Yearbook.

Table 2. PUBL(C EX”ENDITURE O~ FDUC/ TION

for the 15 countrie: ..vered in detail, the underlying data werc taken
froms the tables shown in thic Annex. 7or the remrinder, the source was
*he Fducational Statistics Yearbook, Vol. I, Table 32. Data include both
current and capital expenditure but the definiticm 2" the boundarics of the
education system is no: known ior individual cc:.ati.es (see page 47 of the
Educational Swtistics Yearbook), thus limiting «.m~arability. Flasticities
were defined as the ratio of the percentage cha 3¢ in ecicauon expenditure
over the period to the percentage change in ¢, DP yrral o oper capdi

Table 3. SHARE OF PUBLIC SECTOR IN TUT AL, CURREN1 £X-
PENDITURE ON EDUCATICN '

‘me data come from country s:t ausions to the OECD of their
NMational Accounts statistics f~llowing the *‘ Present SNA™ system. Private
expenditure on cducation is part of item g of private consumption as shown

7
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‘in Table | of OECD, National Accoar-s of CECD ‘Countries. The figure:
for Japan and the United States wer~ taken from the tables at the end of
" this Annex. ' :

Tables 4 to 6. PUBLIC CURR:NT EXPENDITURE, EARLY 1970s —
All Education Leve:r Primary and Secondary and Higher
Education

These three tables, subdivide :ducation expendi'urc iato three contri-
buting factors, as defined in tie !-~t on page 14, fo! the 15 countries
covered. The- expenditure figures <. ver only curr:nt spending and do not
include the private sector, eve': thougn it may‘be -xtensively subsidised by
. the State.! For those countrics w.cre the private sccior is large, the sum of
public and private expenditure 15 included in ra:kets to place the public
sector. in perspective. The figures for t%e differ 35 levels may not add to the
total because of undistributed < iminisi.aiie *.sts which have not been
attributed to each level.

Enrolment ratios are *‘ gross” — i.e. ~'f sh-dentsin @ level are divided
by the population of a representative age group. These 8ge groups were
based on the average length cf studies. Fli-ficulties were sometimes encoun-
tered at the upper secondary l}evsi where the length of schooling varies
depending ‘on streams and, in some& -untries, student numbers drop off
quite quickly after compulscyy s-lhooling ends. In other countries grade
repeating prolongs studies »2vor' the normal study age. Hence, the repre-

sentative age group for muim.ry and secondary education were chosen by
" inspection. They are shew= i the country tables below. For higher educa-
tion, a standard four-year period after the end of secondary education was
taken for all countries. Chis ~an be open to considerable error as the
length of studies varies considerably from country to country.

Tables 7 snd . CHANGES IN PUBLIC EXPENDITURE - 1963 to
Ea:v 1270s; Primary and Secondary and Higher Education

These tables sii>~ ranges in the levels indicated in the previous table
over the base periou, The relative price increase is defined in the next
section of ihis annex which shows the basic data employed. The centri-
bution to the total change was derived ty the following formula :

If X|:~ ("ll)(bl)'.cl)
and X = {a3) (ba) (¢2)
then the contribution of a to the change X» - Xi is equal to

(a a ) (bl +b:) (C| +C:)
Ada T e 3

3

1. Except for Finland and France.
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‘/tys wrow'h of public education expenditure given in these two tables
are in w«r:3s of education expenditure as a percentage of GDP. The growth'
of education =xpenditure without reference to GDP can also be of interest
and figures are provided in two tables at the end of this section. In this
case, the definitions differ only in costs per student which are no longer-
divided by GDP per capita. In addition, a column is also added on GDP
deflators.

Table 9. GROWTH RATES IN FULL TIME STUDENT ENROLMENT

Numbers were drawn from OECD sources and do not direcily corre-
spond with the data employed for the group of 15 countries dealt with in
detail. Co :

Table 10. PUBLIC CAPITAL EXPENDITURE, 1963 and early 1970s

Data for Finland include investment .in the public sector as well as
capital expenditure in the private sector paid for by the public authorities.

Annex Table I. PRE-PRIMARY EDUCATION

: Additional
Numbers | Eanrolment cxpenditure as a
enrolled in ratios per cent of GDP
the early in the - © in 1985 (real)
1970s early )
(thousands)' 197052 Enrolment ratio :
0.75 0.90
Australia . (1970) ... 194 0.396 0.28 0.38
Austria 197 127 0.533 0.05 0.12
Belgium 1972y ... 445 1.556 - -
Canada (1970 71) ..... 400 0.551 0.10 0.19
Finland (97 . 41 0.269 0.23 0.32
France (1973) ... 22,392 1.340 - -
Giermany (1973y ... 1,567 0.822 -0.10 -0.07
ltaly (1972) ... 1,466 0.832 - 0.01
Japan (a971y ... 1,716 0.525 0.08 0.13
Netherlands (1970) ... 492 1.027 - -
Norway (1971 = ... 15 0.115 0.50 0.62
Sweden (a971) ... 131 - 0.530, 0.08 0.18
Switzerland (1968) ... 140 0.687 . 0.1 0.07
~United Kingdom (1971,72) ..... 351 0.192 0.16 0.2t
United States (1972:73) ... 4,231 0.624 0.10 0.18
DisPersion™ .....oooveveieeinireeenn. . 0.388 0.15 0.17
AVEFAEE® ..o . 0.548 0.145 0.20°%

1. Includes private sector.

3. 10 per cent of & two year age group preceding compulsory primary education.

3. Measured by standard deviation. ’ . -

4. Geometric mean.

5. Arithmetic mean.

Sources - OECD. Educational Statistics  Yeurbook, 1974 and sources quoted in Country Annex tables.
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Annexe Table 2.

FACTORS CONTRIBUTING TO THE GROWTH OF PUBLIC EXPENDITURE ON I:DUCATION

1963 TO EARLY 1970s?

PRIMARY AND SECONDARY EDUCATION

Average annual percentage changes

3.

Total expenditure (capital and current).

Growth rate of Growth rate of contributing factors
current public expen- Growt
diture on education Public expenditure deflator Enroiment rate
of rea
GDP Relevant Enrol- inputs g
Mominal Real Total deflator RPED? Total age ment studen
. group ratio
Australia ...........c.ceeee.e. 15.0 8.0 6.6 4.0 2.5 3.1 1.8 1.3 4.7
Austria? ..., 16.7 8.7 7.3 4.1 3.1 29 14 1.4 N
Belgium ... ... 12.1 5.7 6.0 4.5 1.5 1.8 0.9 0.9 9
Canada .......cccceneee..... 17.0 10.1 6.3 3.8 24 3.3 23 - 1.0 .5
: (17.0) (10.1) - © (1.0) 6.5)
Finland ....................... 13.1 4.2 8.6 6.8 1.7 0.5 -1.6 19 ). 3.6
France .........c.coooeeneell 13.3 6.8 6.0 48 1.2 1.2 0.1 1.1 3.6
Germany .................... 14.4 7.2 6.8 3.9 2.8 3.2 24 0.9 38
Ttaly3 Lo, 10.1 3.2 6.7 4.5 21 1.8 0.7 1.1 ‘1.4
Japan ...t 14.3 5.3 8.5 4.8 3.4 -1.9 -2.3 04 | 7.4
(14.3) (5.3) (-1.5) . 0.7 | (7.0)
© Netherlands ............... 15.0 39 10.7 5.5 49 1.6 0.1 1.5 ' 2.3
Norway . ... .cccoeveenenen 12.6 6.5 5.7 5.2 n.s 1.2 -0.1 1.3 53
Sweden . ..., 13.2 5.6 7.2 438 2.2 0.8 -1.2 20 | 4.7
Switzerland .................. 11.9 5.1 6.5 5.4 1.0 2.4 1.2 | 1.2 1 2.7
" United Kingdom ........... 104 5.3 4.8 3.8 1.0 2.1 c.8 1.3 3.1
United States .......... Cees 11.3 5.6 5.4 38 1.6 i4 0.7 0.7 4.1
: (10.9) (5.2 (1.0) . 0.2 4.2
Average4 ..................... . 13.4 " 6.1 6.9 4.6 2.1 1.7 0.5 1.2 4.3
"1. For the precise vear covered for cach country in the carly 1970s. sce Table 4, 4. Arithmetic mean.
2. RPED = relative public expenditure deflator.

Note : Figures in brackets cover both private and public expenditure. Figuret

not multiply up because of roundings.
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Annex Tuoivc 3.

FACTORS CO;i "i.IBUTING TO THE GROWTH OF PUBLIC EXPENDITURE ON EDUCATION,

1963 TO EARLY 1970s!
HIGHER EDUCATION

Average annual perceniage changes

Growth rate of Growth rate of contributing factors .
current public expen- - Grow
diture on education i ublic expenditure deflator Enrolment rate
- of re:
GDP Relevant Enrol- inputs
Nominal Real Total 4 RPED? Total age ment stude
eflator .
group ratio
Australia ... ................ 17.1 9.9 6.6 4.0 2.5 13.4 33 9.8 =-3.1
Austriad ... 19.1 10.9 7.3 4.1 3.1 4.7 1.7 30 5.
Belgium 19.0 12,2 6.0 4.5 1.5 "10.4 2.6 7.6 1.5
Canada 29.7 22,0 6.3 38 2.4 12.3 5.3 6.6 8.7
(35.4) (27.0) . (11.9) . (6.2) (135
Finland ..................... 20.2 10.7 8.6 3.8 1.7 8.3 5.1 6.0 2.:
France ..., "16.3 9.7 6.0 4.8 1.2 1.5 33 7.9 =1.¢
Germany s 11.7 4.6 6.8 39 28 58 0.5 5.3 -1
laly? 19.0 11.6 6.7 4.5 2.1 11.2 1.2 99 0.2
Jupan 13.1 4.3 8.5 4.8 3.6 5.6 0.6 5.0 -1.:
: (15.6) (6.5) (8.6) (8.0) (-1.9
Netherlands  ................ 20.7 9.1 10.7 5.5 4.9 7.6 4.3 3.2 1.4
Norway .................... 17.2 10.9 5.7 5.2 0.5 10.8 1.0 9.7 0.1
Sweden ... 17.3 9.4 7.2 4.8 2.2 5.0 19 6.9 0.4
Switzerland .................. 18.2 11.0 6.5 5.4 1.0 6.2 0.2 6.1 4.
United Kingdons ........... 16.3 11.0 4.8 KRR 1.0 8.1 0.8 7.3 2.¢
United States ............... 15.3 . 94 5.4 38 1.6 9.8 3.5 6.0 ~3.¢
(13.9) (7.5) (1.7 @.n (-0.:
Average* ... 18.0 10.5 7.4 4.6 2.1 9.1 1 2.3 6.7 1.1
i. lor the precise year covered for each country it the early [970s. see Table 4. 4,  Arithmetic 1nean.

2 . RPED = relative public expenditure deflzior. Nute: Figutes in brackets cover both private and public expenditure. Figh

3. Total expenditure ‘capital and curreni). not multiply up berause of roundings. :
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Tables 13, 1+ and 15. PUBLIC EXPENDITURE ON EDUCATION IN
- 1985

In Tables 13 and 14 the figures represent the absolute change in expen-
-diture as a percent of GDP starting from the levels given in Tables 5 and
6 of the main text. In Table 15, the effect of relative price increases is the
result of multiplying the early 1970 level by the increases in the projected
relative publie expend.ture deflator. The increases given under each one
. of the assumptions are in real terms only. Hence, to obtain a total effect

each of the real increases 'must be augmented by the rise in the public
expenditure deflator. \ :

PRE-PRIMARY EDUCATION

Some figures on pre-primary education are presented in the table below,
Enrolment levels were taken from national sources and the OECD's Edyca-
tional Statistics Yearbook. Enrolment ratios were calculated by using popula-
tion data for the two year age-span before the beginning of primary schoo].
The increase in expenditure to 1985 was estimated by taking the increase in
student numbers from present enrolment ratios multiplied by the cost per
student in primary .iucation where available (and primary and fzscondary
education when not available). The results assume that all the increase in
expenditure is provided by the public sector and that the size of the

private sector remains stable. -\
)
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II. PRICE DEFLATCRS
FOR EDUCATIONAL EXPENDITURES

The deflators used in this report come from a varlet‘ of sources, and
are of two main types:

t

i) lmplicit public consumption deflators derived from OECD national
" accounts statistics for Australia, Austria, Canada, Finland, France,

i Italy, Japan, Switzerland and the United States;

ify Implicit education deflators derived either from the national
accounts or- supplementary information received from national
administrations of Belgium, Germany, the Netherlands, Norway,

| Sweden and the United ngdom

~ . As mentioned in the main text, a priori, it should be expected that the

deflator for the education sector should be higher than the deflator for
public consumption for two main reasons:

i) The labour component in education is much higher than in other
- public sector activities; :

\ if) Wages for teachers may have increased more rapidly than ih other

4 _sectors of the public service.

: Howcv‘cr, in the six countries where a comparison could be made, the

education deflator was below the public consumption deflator in two cases,
abovc it in one case and in three countries rose at a roughly similar rate.

12

While it is mdlsputablc that the relatlve size of the labour component
tends to ‘be higher in education than in the public sector as a whole,' there
appears tp be considerable variation among countries in the rate of increase
of tcachcfs salaries relative to other civil servants salaries. In some coun-
tries, such as Canada, where the expansion in the: ‘number of teachers and

- staff was importsnt at all levels, an inelastic supply of teachc~s prooably did
_engender a rapid increase in salaries (these rdse 9.5 per cent a year over

the period, compared with a rise in the public consump.ion deflator of
5.9 per cent a year). A similar situation may well have existed in the

- United States. However, in many European countri¢s the situ. ‘ion appears

1. Approximately 80 per cent compared to 60 per cent for general governmerit.
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.

to have been different. Recruitment of -teaching staff is often more closely

controlled by the educatian departments who provide fi.e and sometimes
fully supported training to would-be teachers througi rormal schools or

tefhery colleges, and, in some cases, demand in return a contract of a
fixediumber of years teaching before departure. In other countries, teachers

unions have tended to have weak ‘bargaining positions because of the
_centralised control of the education system. These factors, accompanied by
the fact that teackers qualifications are often non-marketabl¢ outside the
teaching profession, appear to have led to a slower growth in wages than
in other sectors of the civil service.

;y//‘lt is difficult to foresee the trends of education deflators in tl”he future.
7T

past differences between education and public consumption deflators
4y reflect temporary phenomena which in the longer run will tend to be .

reversed by markei forces. But the rapid growth in numbers of graduates
and the slowdown in the expansion of the education system may lead,
over the coming decade at least, to an ample supply of potential teachers

which may depress the growth ¢f wages in-the absence of strong union .

bargaining. It is udknown, however, how Iong such factors could continue
to put downward pressure on wage rates in this sector without some
response on the supply side, cither in terms of quality or numbers.

-

Relative prlce deflators were obtained by dividing the public consump-

tion or education deflator by the GDP deflator. The values of the deflators,

for education and public consumption are given in the table below. The
sources used are as follows: .

Australia, Austria, Canada, Finlahd France, [taly, ]apan Switze;iaﬁd
United States: public consumption defiator; O}C’C'D Nuational Accoums
of OFCD Countries. 1961-1972, 1962-1973.

P igium: pubhc consumption deflator: National Accounts of OECD
Cowries. 1961-1972. Education deflator: implicit deflator for publ'
consumption of education obtained from the Belgian authorities. Tiw
‘zver also supplied a deflator for investment in the educational sector
which was used in Table 10. ¥ .

Germany: public consumption deflator. and education deﬂator internal
document from Bundesministerium fur Wirtschaft, ** Relative Preise™,
10.,,.1974. The education deflator is a weighted average (67 per_cent
wages and salaries and 33 per cent other goods and services). Weights
are based upon the work of Mary Garin-Painter, op. cit. The public
consumption deflator is taken from the same document.

Netherlands: public consumption deflator:, Dutch Narienal Accounis.
I:ducation deflator : implicit deflator calculated rom statisticai material
rec'c:'\ed from the Central Bureau of Statistics in the Netherlands.

Norway : public vonsumption deflator: Norweg.1n National Accounts.
Fducation deflator: implicit price deflator cai.alated from statistical
mzterial received from the CBS of Norway. The index is u weighted
average of a number of components of current vosts broken down for
locai and central government exnenditure. ‘

81
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Sweden: public consumptian deflator: Swedish Natioral Accounts -
1963-;973 Education deflator: implicit price deflator for public cqn-
sumption of education from the same source.

United Kingdom: public” corsumption deflator : United Kingdom
National Income’ and Expenditure — 1963-1973. Education defletor
calculated from official information received from the_Department of

hdumuon anq/ Science, ‘‘ Price Indices, Real Evp ndllures and Related

Matters’’. The defator is a weighted average of;he “Mark I” index

spliced with the old * statistical branéh " :ndex and the ** Tress-Brown”
index. h

o Annex Tuble-d. IMPLICIT PRICE DEFLATORS

s 'FOR ZDUCATION EXPENDITURE AND PUBLIC CONSUMPTION

¥ . - (Imllces 1963 = I()())

A |
1970 1971 1972 - 197
Australia’ ©pCD 48,5 1654 179.9

, Austria PCD 161.6 . [74.5 189.2
Belgium . PCD 138.2 150.3 163.4
. - ED . 168.7
Canada' . PCD JAS14 . 1613 172

. Finland . PCD 1657 /[ 1812 '\Z:.l 228.3

" “France PCD . 146.1 156.6 4 179.3

. Germany PCD 157.9 174.6 190.1
” ED 157.7, - 176.0 SRR .

. ltaly . . PCD 142.7 1634 178.5 ;17
Japan' PCD - 175.2 191.6 22,6,
Netherlands PCD [ 1940 -] 2166 219 74
, ED 205.7
Norway S PCD T | 1513 165.4 175.2

‘ ED 474 N 177.1

%wc(&h! , PCD 173.1 194.1 208.9

ED .} 1568 1719 182.3

Smtur\and . PCD Y 18 161.6 176.1

United Wingdom' CRCD 156.1 1774 | 186.1

. ) ED | 1434 160.4 177.6

Usited States?- PCD C412 150.2 159.7

[ : do

1. I'iscnll_vglr'duln (Base: 1963 FY = 100). -
Note : PCD = Public consumption deflator. v

ED = Education deflator




ITI. BASIC DATA AND SOURCES

\

The basic data for the fifteen countries studied in detail are given in
the following tables. The data have, in most cases, been drawn from
national sources. Student numbers were, by and large, defined as full-
time students plus part-time in full-time equivalents, except for Norway.!
The private sector loomed large at the primary and secondary level only

“in France, Finland, Japan, and the United States. In the Netherlands,
the totally subsidised private sector was included in the public sector. Some
data problems appeared for Finland and France where the private sector
is heavily subsidised; in this study the subsidies were iucluded in public
expenditures. For Canada, Japan and the United Star~s. mrivate expen-
ditures are given as memorandum items. B

a

& N -]

|. Full-time and part-time adjustments were obtained officially or semi-officially
for Canada, Germany, the Netherlands, the United Kingdom and the United States.
For all other countsies, full-time adjustments were made by dividing part-time students
by two. : A

L ‘.
LA ) /
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AUSTRALIA '
1963.64" | 197172
\ ,/.
EXPENDITURE (m'i]lions of Australian dollar:) .
Primary and Secondary ...... ... 385 1,150
Current ; 3t 954
C apital 74 196
Higher 13 446
CUITERL oottt et e naens Q7 344
Capital ... ke 102
Total 2 e 554 1,674
' .
STUDENTS? (thousands) ' :
Primary and Secondary* 1,733 2,215
HIGRET e i . 3 199
Total oo ORI 1,50% 2414
| 1st July to 0th june .
2 Includes some expenditure wadistributed by level (3% and 70 S mulions in 1963 64 and
1471 72 respectively) and a very sma'l amount of subsidies
3 I he number of students are averages of 1963 and 1904 for 1963 A4 and 1971 and 1972
Tor 1971 72 .
1 " Students at technical colleges are included as full-time equivalents by dividing their totat

number by two

Noute : Representative age group for primary und secondary education: 5-17 years,

Source Submission by the Australian Authorities to the Secretariat.

AUSTRIA

‘ 1963 1972
EYPENDITURE (millions of schillings)
: Primary and Secondary . 19,239
Current 4,350 14,959
Capital .......,. " . 4,280
Higher o . 347
Current 617 2,634
' Capnal 837
Total 6,443’ 23,643"
STUDENTS ? (thousands)
Primary and Se<condary 1,080 1,394
' Higher 49 74
Total oo 1,129 1,468

N

Includes some expenditure undistributed by level (and for 1463 total capital expenditures
equivalent to 1,176 millions of schillings)

The number of students 1s a weighted average of school years 196263 and 1963 64
for (463 an, ~ 71 72 and 1972 73 for 1972 \

Note Renresentative age group for primary and secondary ¢ducaiion: 618 years.
Sourcer Osterreichisches Statistisches Zentralamt. Stafistisches Handhuch fur die Republih

Osterretch . Bundesministerium fur Unterricht und Kunst. Ousterreichische Schul-
statisitk ;. UNESCO Questionnaire: submission by the Austrian. Authorities to the
Secre:arat | N

34



Basic data und sources

BELGIUM
) 1963 1972

EXPENDITURE (millions of francs)

Primary and Secondary ... 25,972 69,518
Current 23,152 65,133
Capital 2,620 4,185

Higher ........... 2,697 13,564
Current 2,288 10,912
Capital 409 2,652

TOtal o 28,669 83,082

Memorandum item :

Pre-primary .. ..oooooiiiiies civiniinee e 3,223 8,420

STUDENTS' (thcusaniist

Primary and Secondary 1,546 1,808

Higher ..., R PP PR 53 127

Toual 1,599 1,936

1. Ihe numter of students is a weighted average of school years 1962i 63 and 1963 64 for
1963 and 197472 and 197273 for 1972,

~Note Rearesentative age group for primary and secondary education: 6-17 years.
Source Suhmission by the Belgian Authorities to the Secretariat.

<
CANADA
1963 64° [ 1970/71"

EXYPENDITURE (millions of Canadian dollars)

Primary and Secondary 1,873 5,209
Current .......oooveeennnns 1,515 4,547
Capital ... . 358 662

Higher ... 173 1,757
current ... 210 1,299
Capital ... 162 458

Total 2,246 6,965

Memorandum item :

Private expenditure ... 295 714

STUDENTS (thousands)

Primary and Secondary ... 4,572 5.749

Higher 239 523

Total 4,811 6,286

L. st July to 30vh June
Nore : Representative age group for primary and secondary education: 6-19 years.

Sources . Statistics Camxda,  Educanon in Canada, 1973 UNESCO Questionnaire: Un-
published data received from Canadian Authorities.
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FINLAND

EXPENDITURE" (millions of markkaa)

Primary and secondary? ...
Curreac
Capital

Higher
Current
Capital

Total

STUDENTS (thousands)

Primary and sSecondary? ...
Higher

282

30
1,012

972

3,528
3144
kLT
317
417
99

4,045

1,034
66

1,100

Includes subs:yes to the prisate sector
Includes expenditure ¢ adult citucation.

tnciudes students following adult cducation courses
something simitar o a full-ume equivalent by assuming that the ** full-time ™" cost of an
adub student, » the same as that of other primary and sccondary students; total ex-

penditure on adult educati.a was then divided by this ** full-time ™ cost.

Yere Representative age greup for pnmary and secondary education: 7-19 years.

Soeres U SSCEY Quastionnaire o Nordic Council and Nordic Statistical Secretariat, Nordish
Finnish  Authorities ta the

Stttk asshok,  Stockholm . Submission by
Secriariat

Lheir number was adjusted to

4

~
Pt
N
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.
Lo FRANCE
1963 143

EXPENDITURE \(milliot.. of francs!

Primary and Secondary ... ..o 6,935 - 24,423
current! . 6,291 21,880
Capital 644 2,543

Higher ....... 1,997 6.871
Current 1,297 5.862
Capital 700 1,009

Toral? ... 10,143 14,532

v ertorandum item :

Brne "IATY  oovieenreiionnrer et 1,550

STUD. ‘7S 2 (thousands)

Primavy »~ ‘Tecondary woth 9.

Highe "y 917

Total 3,93° 0 10,628

Includss - : tee <P 2 prisate sector.

¢ ¢ senditure undistributed by le.el

The auir .. o . dents is a weighted average af schoal yeaos
1963 ant © . 7. and 1973 M for 1973

Notes © Reprase.aiative 2ge jroup fur primary a.d secondury o

1
2 Includee v
Al

penditurss a-
budget ot

P s eag 1h6d 0 Jor

aton
wxp-enditure oty are for the  budget vote "’ rathei then ihe
a5 L oresult may e oslightly differen frem actual expenditures.

tion respectivels 10 obtain the data used id Tables 4, § and 6.

Sowurcer. Prget de lov de finences 1974, " Rudget dv Programries 7,

Rapport des Commias.ons dy; fe Plan 197175

1973 ¢

e T oyunts
= pudqet catcute’.
Sinvilzely, capital ex-
- zdi's de paiement” rather than exponditures, Data cove®
stimsiry of Education. Figures which include the =xpenditures of other
Minisiries were otrained for 1970 v a special study of the OULD's Direciorate for
Socia! Affairs, Naunpawer and tducation  (Murien, 1976\
ratio betw.2n such expenditures and 3he Manistry of Lducation’y budget in 1170
had¢ mot changed in 1533, the figures foo current expurditure 0 the table above were
multiptied by “actors of 1.31 and 1.i5 loy primary ana secondary and higher cduca-

Assunmnng  that the

and Education,

The
and

only the

8
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Public expenditure v: education \

GERMANY N
1963 1971

EXPENDITUAE (million. of DM;)

Primary and Secondas; ... 7,940 23,348
CUureent ..o 5,600 16,427
Capital ... 2,340 5.92t

Higher . 3,601 9,326
CUITERL L s e 2,645 6,423
Capital ....... R U 956 2,903

Total' o e 1,774 KERER

STUDENTS (thousands)

Primary and Secondary? ............... RTITI 7,827 10,1053

Higher ... 353 554

TOtal oo 8.1 10,6597

: 1

| Includes some expenditure un \tnibutew *  evel

number by three.

2. Part-time vocational stvcznts a'e included as [ “ime equivaients by Jdividing their total

1 The number of students for 1971 is a weighted uverage of the data for «whool years

1970. 71 and 1471 72,

Note  Representative age group for primasy and secondary educatior : (-17 years.
Sources. W Albert and Ch. Oehler, Die Kuli.rausgab -1 der Lander. des Bundes w.nd d. -

Gemeinden 1950-1696/. Weinheim 1972 Swaatistisches Bundesamt,

Finanzen und !

Steuern, Rethe 5 Ausgaben Jder offentlichen Haushalte © - Bildung, Wissenschaft
und Kultur*, 197¢ : and Statistsse.” . Jahrburh ; Bundesm..:isterium fur Bildung und
Wissenschaft, und statis.ich.. Bundesam:, Bildung im Zahlenspiegel, 1974 ; Der
Bundesminister fur Bildung uad Wissenschaft, Grunddaten and Strukturdaten, 1974,

- -

e, ITALY
1963 1972

EYPENDITURE (billians of lize)
Primary and Seco’ . 1y 851.9 2,131.4

Current

Capita. . .
Higher 70.8 338.4

Current

Capital
Total 964.8' | 2,792.6°
STUDENTS (thousands) i}
Primary and Secondary 7,145 §.34%
Higher 242 631

I

Total 7,388 [ 8,980

I Includes some expenditure undistributed hy level.

Noutes - Representative age group for primary and secondary education: 6-18 years. ata are
for the Education Ministry only and do net include the spending of the loca. author-

. ities which renresents 15 per cent of the total

Sources: Istituto Centrale di Statistica. Annwuc e Jramstico della istruzione : Reiaziore generule

sulla situazione economuca del pa.
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Basic data and sources

JAPAN
1963" 1971
EXPENDITURE (billions of yen)

" Primary and Secondary ... 846.3 2,641.3
CUITENL oo e 645.8 1.876.5
Capital ........ J P 2004 764.8

Higher ... 1.4 375.5
CUTTEAL ettt e 106.8 286.1
Capital ... 4.7 89.4

Total L 957.7 3,016.9

Memorandum item: :

Private expenditures ... ... 234.7 7543

STUDENTS (thousands,

Primary and Secondary ... 19,902 17,045

Higher ... . 280 432

Total oo 20,1822 17,4773

| I 1scal year for expenditures: school year for students,

2. Plus 2 720 million students in private institutions.

3. Plus 3726 million students in privafe indtitutions.

Notes: Representative age group for pnmary and secondary cducation: 6-17 years. The”
expenditure data include only school expenditure in the public sector

Sources Bureau of Statistics, Office of the Prime Minister. Jupun Statistical Yeurbook !
Ministry of Education, Education in Japan 1971, :

NETHERLANDS
* 1963 1970

EXPENDITURE (millions of guilders)

Primary and Secondary ...................... . ..
CUTTENL oottt et eiraaeens 1,612 4,292
Capital ..o

Higher oo .. . .
CUTTENL oottt e . 429 1,601
Capital ..o .. .

Total o Q.040' | (5,893)

Memorandum item :

Pre-primary ........oocoviiiiiiminis i, (125)! (493)°

STUDENTS? (thousands)

Primary and Secondary ... 2,311 2,580

HIgher ..o 123 205

Total o 2,433 2,785

|. Current expenditures only
2 I'he number of students is a weighted average of school years 196263 and 1963 nd for

1963 and 1969 70 and 1970, 71 for 1970, expressed in full-time eouivalents.
Note Representative age group for pnmary and secondary education: 6-18 years,

Sources * Unpublished data received from Netherlands Central Bureau of Statistics: Central
RBureau of Staustics. Stutisticul Yeurbook of the Netherlunds

g9
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9 Public expenditure on education

NORWAY
T 1963 1970
EXPENLITURES (millions of kroner)
Primary and Secondar ' 1,715 3,778
........ 1,332 3,056
383 o122
222 600
180 548
42 52
’ TOLRL  oovree e e e 2,085" 4,670
STUDENTS (thousands) ]
Primary and Secondary ... 646 702
HIBREE coovvorriieeenieieae s 25 51
T00al o e 671 753

1. lIncludes some expendit',re uind-+-tbuted by levels.

Nate: Representative age grou: for primary and sccondary education: 7=-18 years.

Sources - Central Bureau of Statistics. Sratistical Yearbook of Norway., and Undervisnings-
statistikk : Nordic Council and Nordic Statistical Secretariat, Nordisk Stanstick

Arsbuk. Stockholm. Submission by the Norwegian Authorities to the Secretariat.

SWEDEN
1963 1970

EXYPENDITURE (millions of kronor)

Primary and Sccondary' ... T 3,748 8,403
Current 2,984 7,088
Capital 764 1315

Higher ................... . 688 2,678
Current 624 1,902
Capital 64 776

TOMAL oot vty 4,5792 12,0062

STUDENTS {thousands) . )

Primary anu Second ry? ... TR 1,160 1,230

HIBhEr oo e 68 124

Total oot e 1,228 | 1,354

Includes exper.diture on adult cducation.

Includes some expenditure undistributed by level.

Includes students following adu.. cducation courses. Their number was adjusted to
something .'milar to a full-time equivalent by assuming that the full-time** cost of an
adult student is the same as that of other primary and secondary students: total expen-.
diture on adult education was then divided by this ** full-time ™ cast. :

-ty -

Noie - Representative age group for primary and secondary education: 7-18 years.
Sources - Central Bureau of Statistics, Statistisk Arsbok for Sverige: Nordic Council and

Norgic Statistical Secretariat, Nordisk Statistisk Arsbok. Stockholm: Unpublished
data received from the Central Bureau of Statistics. :
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SWITZERLAND
1963 - 1972

EXPENDITURE {(millions of francs)

Primary and Secondary ... 1,375 4,029
Current 1,082 2,984
Capital 293 1,044

Higher ..o, ©265 1,264
Current 214 961
Capital 51 303

TOURL oot et 1,640 5,292

STUDENTS' (thousands)

Primary and Secondary ... 8142 1,005

HIBher ..oooieiiiiiii i 26 46

_gTotaI e 841 1,050

1. The number of students 1s a weighted average of school years 1962/ 63 and 1963/ 64
for 1963 and 1971' 72 and 1972 7} for 1972
5

1 Secretarat estimate based on an interpolation of figures for 1961/ 62 and 1967 68.
Note . Reoresentative age group for primary and secondary education : 6~18 years.

Source;. Bureau federal de statistiques. Finances et impits de la Confédération, des Cantons
et des Communes, and Annuaire statistique de la Suisse; Lentre suisse de docu-
mentation, Statistiques scolaires de la Suisse; Conseil suisse de la science. Rupport
sur le developpement des umversites suisses; Unpublished data received from the
Swiss Authorities.

UNITED KINGDOM

1963 1971!

EXPENDITURE (millions of pounds sterling)

Primary and Secondary 1,011 2,247
[087) £ 111 | SRR 764 1,682
Capital ... 248 565

Higher oo 238 710
[QET1 3 11 1] ST PPN 172 375
Capital . ... 66 135

TOWAE oot e 1,4332 3,351

Memorandum item :

Pre-primary ...........cooiiiiiii e 3 9

STUDENTS (thousands)

. Primary cnd Secondary ..o ®,404 9,954

Highe. 272 509

Total . o 8,676 10,463

1. fiscal yeo. fer evpenditures; schoo! year for students

Y Includes somne expernditure uﬂ\dnslrnbuled by levels

Note ' Renresenrauve age group for primary and secondary education: S-17 years

Sources . Department of Education and Science, Fducation Stalistics Sfor the Unmited Kingdom,

HMSO. london: Central Staustical Office, Annual Abstruct of Statisues: Sub-
mnsion hy United Kingdom Authorities to the Secretariat.
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UNITED STATES

1963:64" | 1972/73"

EXPENDITURE (billions of dollars)

Primary and Secondary ............................... 21.4 519
Current 17.6 46.2
Capital 3.8 5.7

Higher .............. .. 6.4 20.7
Current 49 17.7
Capital 1.5 39

Total . 27.8 ’ 72.6

Memorandum item :

Private expenditures ... 7.8 16.3

STUDENTS (thousands)

Primary and Secondary .................c..coeiiennn. 40,187 45,744

Higher ... S PP 2,351 5,454

Total 42,5382 | 51,1983

| Ist July to 0th June.

2 Ptus 7.6 million students in private institutions.

1 Plus 6 7 millior students in prisvate institutions.

Notes  Representative age group for primary and secondary education: S-17 years. Children
in pre-primary schools aged § are included in primary and secondary.

Saurces Department of Mealth, Education and Welfare, Digest of Eduvational Statistics ;
Projections of Educational Statisticy 10 1982-83, Washington 1974,
S
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DEPOSITAIRES DES PUBLICATIONS DE L’OCDE

ARGENTINA - ARGENTINE

Caros Hirsch S.R.L ..

Florda 165, BUENOS- AIRES.
. 3317872391 Y )0-T122

AUSTRALFA -~ AUSTRALIL

Inte*national B.C.N. Library Sup‘vhtrﬂ Py Lid..
lalg.'nuum!‘;ll South MELBOURNE, Vi 1205

658 Plllw;IZ: Rosd, BROOKVALE NSW 2100.

AUSTRIA - AUTRICHE
Geroid and Co., Graben 31, WIEN | ®3522238

BELGIUM ~ l!LGlQU!

Librairwe des Scien

Coudenber| 76—7! B 1000 BRUXELLES |
= 512405-60 -

BRAZIL ~ BRESIL

Mestre Jou S A7 1 1y (usanxc 518

Caiaa Posal 24090, 030A9 SAD PAULO 10
® 216-1920

Rua Senador Dantas 19 \/205 6 RIO OE

JANEIRO G&. ® 23207,

CANADA
Publishing Centre, Centre d'édition
Supply and Services Canada/Approvisonnement
4 ¢t Services Canada
210 Albert Street, OTTAWA KIA OSY. Ontanio
® (613929718

DENMAIK - DANlMAlk

Munksgsards 3oghand

Ninqudc& 1145 KSBENHAVN K
0112600

VINLAND -KFINLANDE

Akatectinen

Kestushaty 1. 03.00 &pELSlNKl 10 6l 200

FRANCE

Bureaw des Publications de I'OCDE

2 rue Andre-Paxal, 75775 PARIS CEOEX 16
- 524.5).67

Principava comsgondl 18

13602 AIX- EN P OVENCE Libraine de

'Universte. 808

30000 GRENOBLE B. Arthaud E‘ 872511

31000 TOULOUSE : Privai. ‘¥ 2109

GERMANY = ALLEMAGNE

Verlag Weltarchiv G.m b H.

o] HAMBURG 36. Neuer Junglernstieg 21
® 040-35-62-500

GREUCE - GRECL

Librairie Kauffmann. 28 rue dv Siade.

ATHENES 132. % 13222: 60

THONG-KONC

Government Information Services.

Sales of Publications Office.

IA Garden Road,
® H-2522814

ICELAND - ISLANDE

Snaebjoen Ionssan and Co . N [

Hafnaertemti 4and 9, P.OB 11 3.

REYKJAVIK BIJUJ 14281/11936

INDIA - INDE

Oxford Book and Stationery Co

NEW DELHI. Scindia House 47358

CALCUTTA. 17 Park Streer  *® 2408)

IRELAND - IRLANDE

Eason and Son. 40 Lower O° (‘onndl s"ggl

PO B 42 DUBLINI "® 713 1%

ISRAFL

Emanuel Brow

35 Allenby Rmd TEL AVIV 9 51049 54082

afso at

9. Shlomzion Hzmaika Siceel, JERUSALEM

34807

4% Nahlath Benjamin Sireel. TEL AVIV
51278

ITALY - ITALIE
Libreria Commuissionaria Senson .
via Lamarmora 45, 50121 FIRENZE 579751
Via Bartohini 29, 20135 MILANO ® 365083
Sous-depovitaires
Editece ¢ Librersa Herder. -
Piazza Montecitono 120, 00186 ROMA
B 674628
Libreria Hoepli. Via Hoeph S, 20121 MILANO
863446

- Librena Lattes. Via-Ganbaldi 3, 10122 TORING
® 319274 -

La diffusione aelie ediions OCOE ¢ inollre assicu-

raia datle mighior: hibrene nelle Citta piv ymporianu

JAPAN - JAPON
OF 70 Publications Centre.
A unl Parkh Buiding,
M\n.no-l
TOKYO 107. “®506-2016
Maruzen Company Lid.
6 Tori-Nichome Nihonbashi. TOKYO 103,
POB. 5050. Tolyo Intemational 100-31.
= 212-121
LEBANON = LIIAN
Documenta Screnufica/ Redico
Edison Budding. Bliss Street,
P O Boa 5641, SEIRUT. T 154429 - 34ad2S
THE NETHERLANDS - PAYS-BAS
W.P. Van Siockum .
Byitenhof 36, DEN HAAG. % 070-65 68.08

&,

NEW ZEALAND - NOUVELLR-ZELANDE

The Publicalions Manager,

Government Printing O,he:,

WELLINGTON: Mulgrase Street (Private Bag).

Wworld Trade C¢nire. Cubacade. Cuba Street.

Rutherford House. Lambion .Quay & 737-120

AUCKLANO: Rutland Street (F.O.Box 35344)
™ 12919

CHRISTCHURCH: 130 Oxford Tee. (Private Bag)

- W03

HAMILTON: Barton Street (P.O.Box 857)
4580103

OUNEOIN: T & G Building. Princes Sireet

(P O.Rox 1104), "® 78294

NORWAY - NORVEGE
Johan Grundt Tanums Bokhande.
Katl Johansgate 4174}, OSLO 1. % 02-332980
PAKISTAN
Mirza Book
LAHORE ).
PHILIPPINES
R M Gareia Publishing House,
901 Quezon Bivd Exi., QUEZON CITY.
P O. Boa 1860 - MANILA. Q 99.98.47
PORTUGAL
Livraria Portugal.
Rua do Carmo 70-74. LiSBOA 2. ‘W 160382,)
SPAIN = FESPAGNE
Librer;y Mundi Prensa
Castelfo 37, MAORIO-1. 275 46.55
Librenia Basuinos
Pelayo. 52, BARCELONA 1. %222.06.00
SWEDEN - SUEDE
Fenzes Kungl. Havbokhandd.
F-rcdsguun 11152 STOCKHOLM 16,
= 08/2) 89 00
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Libeaiese Payol. 6 rue Greaus, 1211 GENEVE 1.
= 022-11.89.50
TAIWAN
Bool\ and Sncnhh: Supplies Services, Lid.
P OB 33 TAIPEL
TURKEY - TURQUIE
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Beyoglu. ISTANBUL, 2 4404.70
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ANKARA. 2121
UNITED Kl.’\(‘DOM - ROYAL‘ME-UNI
H M Suavongry- Offece, PO B 569, LONOON
SEI 9 NH, ®01-928-6977. Ex1. 410

or

49 High Hotborn s

LONDON WC1V 6HB (personat eallers)

Branches at. COINBURGH: BIRM.NGHAM.

BRISTOL. MANCHESTER. CAROI“F. .

BELFAST

UNITED STATES OF AMERICA

OECO Publications Center, Suite 1207,

1750 Pennsylvania Ave. N.W.

WASHINGTON, O.C. 20006. “® (202)298-8755

VENEZUELA

Libreria del Este, Avda. k. Mairanda 2.

Edificio Galipan. Apido 60 317, CARACAS 106,
322301:312604/3324 7

YL GOSLAVIA - YOUGOSLAVIE
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